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PREFACE 


The  importance  and  value  of  elementary  business  train- 
ing to  the  students  entering  upon  a  commercial  course  are 
well  recognized.  This  is  strongly  evidenced  by  the  adop- 
tion of  courses  in  this  subject  in  many  cities  and  states 
throughout  the  country. 

Depending  upon  the  local  needs  of  the  community,  these 
courses  are  organized  into  units  of  one  term,  one  year,  and 
even  one  year  and  a  half.  Where  the  one-year  course  is  in 
effect,  elementary  business  training  is  given  in  the  ninth 
year  of  the  junior  high  school,  or  in  the  first  year  of  the 
regular  four-year  high-school  course.  Although  this  text 
is  planned  primarily  to  cover  one  year's  work  in  the  subject, 
the  supervisor  can,  by  careful  selection  or  expansion  of  top- 
ics, apply  it  to  any  of  the  programs  mentioned  above,  since 
it  has  incorporated  in  it  the  material  found  in  most  courses 
in  elementary  business  training. 

Elementary  business  training  lays  the  groundwork  for 
the  specialized  training  that  follows  later  in  the  commercial 
course.  It  helps  the  student  to  discover  what  aptitudes  he 
has  for  the  various  phases  of  business,  and  what  specialized 
course  in  the  broad  commercial  curriculum  is  best  for  him. 
It  is  also  of  value  to  him  as  a  worker  in  industry,  or  as  a 
possible  employer,  and  last  but  not  least,  elementary  busi- 
ness training  has  a  profound  significance  for  every  indi- 
vidual in  the  home  and  community. 

Every  person  has  daily  business  contacts  as  a  consumer, 
if  not  as  a  producer.  It  is  this  social  aspect  of  the  subject 
that  must  be  understood  and  emphasized  to  a  greater  degree 
by  the  teacher  of  the  subject.  The  vocational  aspect  of  ele- 
mentary business  training  is  not  to  be  denied,  but  it  is  the 
personal  relation  of  the  individual  to  business,  and  of  busi- 
ness to  him,  each  day  of  his  life,  that  we  cannot  afford  to 
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underestimate.  Without  minimizing  the  other  values  of  the 
subject,  "Our  Daily  Contacts  with  Business"  stresses  the 
day-by-day  business  problems  of  the  individual,  and  gives 
him  the  basic  training  needed  to  cope  with  them. 

As  for  the  plan  of  the  text  itself,  the  authors  realize, 
through  much  experience,  that  the  teaching  of  elementary 
business  training  requires  techniques  comparatively  new  to 
many  teachers  or,  at  any  rate,  if  not  new,  much  more  diffi- 
cult than  those  of  other  commercial  subjects.  As  a  help  to 
the  teacher,  the  text  is  divided  into  what  the  authors  feel  is  a 
logical  and  understandable  sequence  of  units,  grouped  into 
two  parts,  each  of  which  covers  one  term's  work.  The  units 
are  divided  into  a  series  of  lessons,  each  having  psycholog- 
ical and  pedagogical  unity  and  capable  of  being  completed 
in  the  average  class  period. 

The  text  attempts  to  suggest  to  the  teacher  the  correct 
procedure  in  each  lesson.  The  motivation  of  every  lesson, 
whether  through  the  business  problem  or  by  the  medium  of 
a  dramatization,  etc.,  is  clearly  presented.  Various  methods 
of  developing  the  topic  of  the  lesson  are  used.  Summaries 
are  placed  at  the  end  of  each  lesson  to  crystallize  and  unify 
the  outstanding  points.  The  illustrations  supplementing 
the  text  are  an  integral  part  of  the  subject  matter,  and  the 
content  of  the  business  papers  is  directly  related  to  the 
problems  and  situations  treated. 

"Additional  Problems  and  Situations"  are  given  as  an 
integral  part  of  each  lesson,  to  be  used  by  the  teacher  in 
a  number  of  ways.  Those  in  Group  I,  in  most  cases  to  be 
worked  out  orally,  provide  "warming  up"  arithmetic  exer- 
cises and  material  for  arithmetic  practice  and  drill  during 
the  daily  lesson.  Group  II  presents,  first,  situations  involv- 
ing the  simple  legal  aspects  of  the  subject,  then  situations 
and  problems  which  inculcate  and  emphasize  the  develop- 
ment of  character  and  personality  traits.  Habit  and  char- 
acter building  are  too  vital  to  be  ignored,  and  lessons  not 
consciously  planned  to  meet  this  need  miss  much  of  their 
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real  purpose.  Then,  too,  there  are  problems  drilling  upon 
the  subject  matter  of  the  lessons.  Finally,  at  the  end  of  this 
group  are  problems  and  situations  involving  arithmetic 
computations  and  procedures  that  are  clearly  inherent  in 
the  business  practices  studied.  These  are  intended  for 
practice  in  written  arithmetic. 

A  separate  pamphlet,  entitled  "Review  Problems  and 
Laboratory  Projects,"  has  been  prepared  to  accompany  the 
text.  In  this  are  cumulative  drill  exercises,  review  prob- 
lems, and  projects  for  use  at  suitable  points  in  the  text. 
They  are  intended  to  fix  in  the  student's  mind  the  topics 
already  studied.  Laboratory  projects  are  included  to  cre- 
ate a  business  atmosphere.  These  projects  may  be  worked 
out  in  a  business  training  laboratory  if  one  exists  in  the 
school. 

A  teacher's  manual  is  available  for  use  with  the  course; 
also  a  separately  bound  booklet  of  objective  tests.  The  teach- 
ing manual  contains  suggestions  and  devices  to  aid  the 
teacher,  and  to  help  in  the  check-up  of  the  additional  prob- 
lems and  situations  in  the  text,  the  review  problems  and 
laboratory  projects  in  the  pamphlet,  and  the  objective  tests. 

Bearing  in  mind  that  the  student,  after  all,  is  the  one  for 
whose  use  the  text  is  designed,  the  style  employed  has  been 
planned  to  attract  him  to  it.  The  authors  have  attempted 
to  make  the  text  readable  and  interesting  and  have  brought 
the  language  of  the  text  within  the  comprehension  of  the 
average  student  without  sacrificing  the  "building  of  a  busi- 
ness vocabulary." 

The  authors  and  publishers  express  their  sincere  appre- 
ciation for  the  help  received  from  the  many  business  organ- 
izations, who  gave  generously  of  their  time  to  check  the 
informational  parts  of  the  text  and  contributed  many  of  the 
illustrations  for  this  book.  The  authors  also  acknowledge 
their  gratitude  to  their  many  friends  who  read  the  manu- 
script and  offered  valuable  suggestions  and  criticism. 

THE  AUTHORS. 
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UNIT  I 
THE  INDIVIDUAL  IN  CONTACT  WITH  BUSINESS 

LESSON  1 
SATISFYING  CONSUMERS'  WANTS  BY  BUSINESS 

In  a  community  such  as  ours,  business  plays  a  part  in  the 
daily  life  of  every  individual.  Notice  what  takes  place  in 
your  own  home.  You  call  up  a  friend  on  the  telephone. 
Your  sister  turns  on  the  light  in  the  living  room.  In  the 
kitchen  your  mother  starts  the  water  flowing  in  the  sink. 
She  also  lights  the  stove.  Outside  the  home  your  father  goes 
to  his  bank  to  deposit  money.  Your  brother  boards  a  trol- 
ley and  rides  to  school.  All  these  illustrate  our  daily  con- 
tacts with  business. 

Consumer  Wants  and  Their  Satisfaction 

Problem   1.     Consider  the  following  situations: 

(a)  Your  mother  goes  walking  along  a  busy  street  and  looks  into 
the   shop  windows.    She    sees   many   things  that   she    may   want  to 
satisfy  both  her  own  needs  and  the  needs  of  the  family. 

(b)  Your   parents   are   planning   to  send   your  younger  brother  to 
camp  for  the  summer  and  are  deciding  what  sort  of  equipment  to 
buy  for  him. 

(c)  On  Saturday  or  Sunday,  your  family  and  you  visit  a  city  park 
or  a  museum.     During  the  week  you  and  members  of  the  family  at- 
tend schools  or  colleges. 

In  each  of  the  situations  in  problem  I,  what  needs  or  wants  are  to 
be  satisfied  by  members  of  the  family? 

As  she  looks  into  the  shop  windows,  your  mother  decides 
perhaps  to  buy  such  things  as  canned  fruits  and  vegetables, 
butter,  cakes,  a  hat,  a  dress,  a  radio,  a  bookcase,  dishes, 
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hardware.  That  is,  she  may  buy  food  to  eat,  clothes  to 
wear,  and  articles  for  use,  comfort,  and  recreation  in  the 
home.  To  supply  the  camping  needs  of  your  brother,  your 
parents  will  buy  him  blankets,  a  camp  uniform,  blouses, 
shoes,  etc.  These  are  articles  he  will  need  while  living  out- 
of-doors  to  provide  for  his  well-being  and  protection.  You 
attend  school,  visit  public  parks,  playgrounds,  museums, 
and  other  public  places,  and  thus  satisfy  educational  and 
recreational  wants.  (The  latter  are  also  known  as  "com- 
munity wants,"  because  they  are  satisfied  by  public  institu- 
tions, either  governmentally  or  privately  supported.) 

In  short,  wherever  we  turn,  we  see  that  all  individuals 
have  wants  to  be  satisfied  and  that  these  wants  can  be  di- 
vided into  five  classes:  food,  clothing,  shelter,  recreation, 
and  education. 

How  are  the  wants  of  each  individual  satisfied?  Your 
mother  buys  food  at  the  grocery,  the  butcher  shop,  the 
dairy ;  clothes  at  the  clothing  or  dress  store ;  home  furnish- 
ings and  utensils  at  house  furnishing  and  furniture  stores. 
The  recreational  and  educational  facilities  for  the  family 
are  supplied  by  privately-owned  theatres  and  motion  pic- 
ture houses,  and  by  publicly-supported  schools,  parks,  mu- 
seums, etc.  For  every  one  of  our  needs  there  exists  some 
agency  to  fill  it. 

An  individual  is  called  a  consumer  as  soon  as  his  needs 
are  supplied.  In  general,  consumers'  wants  are  satisfied 
through  the  agencies  of  business.  Look  at  the  illustration 
on  pages  2  and  3.  It  will  help  make  the  last  statement 
clearer  to  you. 

Sales  for  Money  and  Barter 

Problem  2.  Mother  on  her  visit  to  the  local  stores  (see  prob- 
lem No.  I)  buys  groceries,  a  hat  for  herself,  and  a  saw  and  hammer 
for  the  tool  cabinet. 

(a)  How  does  she  pay  for  the  articles  she  buys? 

(b)  How  would  a  farmer  in  earlier  days  have  obtained  articles  of 
the  same  type  that  your  mother  buys? 

Your  mother  pays  for  the  things  she  buys  with  money. 
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A  farmer  in  early  times  secured  most  of  the  things  that  he 
needed  by  his  own  labor.  Occasionally,  however,  he  re- 
quired a  farm  implement  or  a  household  utensil  that  he 
himself  was  not  able  to  make.  In  that  case  he  would  ex- 
change some  of  his  surplus  products,  such  as  eggs,  apples, 
or  potatoes  for  the  implement  he  needed.  In  the  first  in- 
stance we  have  a  sale  for  money — an  exchange  of  goods  for 
money;  in  the  second  we  have  barter — an  exchange  of  one 
commodity  for  another.  Today  all  of  our  wants  can  be 
satisfied  by  the  payment  of  money,  and  barter  now  plays  a 
very  small  part  in  modern  business  life.  However,  some 
people  still  propose  the  barter  idea  in  times  of  depression. 
Why? 

Summary 

All  individuals,  in  their  home  and  community  life,  have 
wants  that  must  be  satisfied.  These  wants  are  classified  as 
food,  shelter,  clothing,  recreation,  and  education.  Consum- 
ers' wants  are  satisfied  through  various  agencies  of  business 
by  sales  for  money  (or  by  barter) . 

Business  Vocabulary 

business  education  depression 

recreation  individual  contacts 

shelter  community  satisfy 

clothing  barter  satisfaction 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  Five  families  have  annual  incomes  and  expenditures  for 
wants,  as  listed  below : 

Total  Per 

Ex-     Amount    Cent 

Fam-    Annual  Expenditures  for   Wants  pendi-    Unex-    Unex- 

ily      Income  Food          Shelter     Clothing          Ed.   Rec.         turea    pended  vended 


I 

$2,500 

$  750 

$  500 

$250 

$250 

$500 

2 

1,200 

360 

300 

120 

60 

120 

3 

3,600 

1,440 

720 

540 

180 

360 

4 

5,000 

1,500 

1,000 

750 

500 

500 

5 

1,500 

600 

300 

225 

150 

150 

On  a  piece  of  paper  or  in  your  notebook,  supply  the  figures 
called  for  in  the  blank  spaces  in  the  last  three  columns. 
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GROUP  II 

1.  Why  do  you  think  knowledge  of  everyday  legal  rights  and 
obligations  is  necessary  to  the  consumer? 

2.  Why  does  the  grocer,  the  butcher,  etc.,  need  to  know  his 
legal  obligations  and  legal  rights  in  regard  to  the  consumer? 

3.  Community   wants   in   recreation   and   education   are  pro- 
vided for  by  the  city,  state,  and  national  government,  as  well  as  by 
private  business  concerns.     In  what  way  do  you  pay  for  those 
provided  by  (a)  the  city,  state,  and  nation?     (b)  by  private  busi- 
ness concerns? 

4.  (a)   What  obligations  as  a  citizen  have  you  to  governmen- 
tal agencies  and  to  the  institutions  maintained  by  them  to  satisfy 
your  wants?    (b)  What  obligations  as  an  individual  have  you  to 
the  private  businesses  that  satisfy  community  wants? 

5.  Prepare  a  chart  similar  to  the  one  in  the  illustration  on 
pages  2  and  3  and  under  each  of  the  five  classes  list  a  number  of 
particular  wants  and  the  agencies  that  supply  them. 

6.  Your  family  has  moved  into  new  quarters.    Prepare  a  list 
of  wants  that  may  have  to  be  supplied  in  your  new  home. 


LESSON  2 

SELECTING  THE  BUSINESS  AGENCY  TO 
SATISFY  WANTS 

In  Lesson  1  you  learned  of  two  important  principles:  (1) 
that  business  is  organized  to  satisfy  human  wants  and 
needs;  (2)  that  the  consumer  pays  for  these  wants  by  cash 
and  sometimes  by  barter.  In  the  next  two  lessons,  we  shall 
see  how  the  two  principles  work  out  in  a  specific  problem. 

Problem  1.  A  new  term  in  high  school  has  started  for  Pauline 
Grey.  She  has  been  told  by  her  various  teachers  to  provide  herself 
with  certain  equipment  and  writing  materials  for  her  class  and  home- 
work, and  she  has  prepared  the  following  list  of  the  things  she  will 
need: 

I    brief  case  2  erasers 

6  lead  pencils  I    fountain  pen 

300  filler  sheets  !/2  dozen   blotters 

3  blank  books  I    box  of  clips 

4  notebooks  I    bottle  of  mucilage 
I    loose-leaf  binder 

Where  will  Pauline  buy  these  articles? 
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Shall  it  be  at  the  stationery  store  near  her  home,  at  the 
school  General  Organization  store,  at  the  five  and  ten  cent 
store,  or  at  a  department  store  to  which  she  must  ride  ?  Be- 
cause she  has  delayed  making  her  purchases  until  the  last 
moment,  she  finds  that  she  hasn't  much  time  left,  and  must 
make  her  purchase  either  at  the  school  General  Organiza- 
tion store,  at  the  five  and  ten  cent  store,  or  at  the  stationery 
store  near  her  home.  She  finally  decides  on  the  stationery 
store. 

Types  of  Retail  Stores  Where  Wants  Are  Satisfied 

The  Local  Retail  Store.  The  local  stationery  store,  for- 
tunately, has  a  stock  large  enough  to  supply  Pauline  with 
all  the  articles  on  her  list.  Because  she  is  purchasing  in 
small  quantities,  Pauline  is  said  to  be  buying  at  retail. 
What  are  stores  called  that  sell  in  such  small  quantities? 
Other  local  retailers  are  the  butcher,  the  grocer,  the  haber- 
dasher, and  the  clothier.  Each  is  conveniently  located  to 
provide  quick  service  and  save  time  and  effort. 

The  Department  Store.  If  Pauline  had  had  more  time  in 
which  to  do  her  buying,  she  might  have  gone  to  the  more 
distant  department  store,  a  larger  establishment,  which 
might  have  offered  a  greater  selection  of  items  from  which 
to  choose.  The  department  store  is  a  store  which  has  a 
number  of  specialty  shops  or  departments  all  under  one 
roof.  Look  at  Pauline's  list  and  decide  what  department 
might  sell  all  or  most  of  these  articles.  Why  may  she  be 
obliged  to  go  to  another  department  for  the  fountain  pen? 
The  department  store  is  a  second  type  of  retailer.  Why? 

The  Specialty  Store.  There  is  another  class  of  store, 
called  specialty  store,  which  sells  only  one  or  two  kinds  of 
merchandise.  Examples  of  this  class  are  shoe  stores,  dress 
shops,  hat  stores,  book  stores,  leather  goods  and  luggage 
shops,  and  so  forth.  Pauline  might  have  chosen  a  leather 
goods  and  luggage  store  in  which  to  buy  her  brief  case. 
There  she  would  have  had  a  much  larger  and  more  varied 
assortment  of  brief  cases  to  select  from  than  at  other  stores, 
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but  at  the  same  time  she  would  have  been  unable  to  buy 
there  any  of  the  other  items  on  her  list. 

The  Chain  Store  and  the  Unit  Store.  Occasionally  you  find 
a  grocery  store  that  is  one  of  a  number  of  such  stores  in 
various  parts  of  a  city,  linked  under  one  management  and 
ownership.  Drug  stores,  shoe  stores,  etc.,  often  come  under 
this  type  of  retailer.  Such  stores  may  even  have  branches 
in  a  number  of  cities  or  towns.  These  are  called  chain 
stores. 

.  The  local  stationery  store  at  which  Pauline  decided  to 
buy  her  school  supplies  has  no  branches  elsewhere.  For 
this  reason  it  is  classed  as  a  unit  store.  When  may  the 
grocery  store  and  the  butcher  shop  be  included  in  the  class 
of  unit  stores? 

The  General  Store  and  the  Mail  Order  House.  In  small 
towns  and  villages  we  find  the  general  store  which  is  a  type 
of  retail  store  that  sells  a  large  variety  of  articles.  The 
general  store  is  really  several  stores  in  one,  but  differs  from 
the  department  store  in  that  all  merchandise  is  sold  over 
one  and  the  same  counter.  If  the  general  store  does  not 
carry  the  article  the  consumer  desires,  he  may  send  an  order 
by  mail  to  a  mail  order  house  in  some  large  city.  This  type 
of  retailer  sends  its  prospective  customers  catalogues.  Why 
is  this  done?  Consumers  in  large  cities  as  well,  sometimes 
buy  from  mail  order  houses. 

The  "Cash  and  Carry"  and  the  "Call  and  Deliver"  Stores. 
Some  retailers  sell  for  cash  only  and  do  not  make  deliveries. 
These  "cash  and  carry"  stores  require  their  consumers  to 
take  their  purchases  with  them.  The  neighborhood  cleaning 
shop  offers  to  call  for  articles  to  be  cleaned  and  to  deliver 
them  when  the  work  is  completed.  Why  is  it  fair  for  a  "call 
and  deliver"  store  to  make  a  "service"  charge  for  delivery? 

Summary 

Consumers  have  the  problem  of  selecting  business  agen- 
cies to  satisfy  their  wants.  These  business  agencies,  called 
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retailers,  may  be  local  stores,  chain  stores,  general  stores, 
mail  order  houses,  unit  stores,  department  stores,  specialty 
shops,  "cash  and  carry"  stores,  "call  and  deliver"  stores, 
and  stores  of  other  types. 

Business  Vocabulary 

neighborhood  retailer  delivery 

department  variety  deliveries 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  During  the  course  of  a  week  Mrs.  Brown  selected  three 
types    of   business   agencies    at   which    to   make    the    following 
expenditures : 

Neighborhood  Stores  Dept.  Stores  Chain  Stores 

$1.25  $18.75  $2.76 

.98  9.27  1.95 

2.36  36.48  1.68 

1.15  8.60  2.45 

.68  19.45  .98 

2.94  1.76 

1.50  2.59 

.76 
2.18 

.67 
1.23 

(a)  Find  the  amount  spent  at  each  of  the  three  agencies. 

(b)  How  much  more  was  spent  at  the  department  stores  than 
at  the  other  two  ? 

2.  In  Problem   1    (Group  I   of  the  Additional  Problems   of 
Lesson  1),  find  the  per  cent  of  annual  income  spent  by  Family  4 
for  each  of  the  five  classes  of  expenditures. 

GROUP  II 

1.  Why,  before  you  actually  buy  an  article,  is  it  best  to  make 
sure  its  price  is  not  too  high? 

2.  When  should  you  examine  the  quality,  style,  etc.,  of  the 
suit  of  clothes  that  you  are  purchasing? 

3.  The  laundry  you  patronize  is  a  "cash  and  carry"  store. 
Why  should  you  take  home  your  finished  laundry,  if  possible, 
instead  of  asking  to  have  it  delivered? 
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4.  Make  a  map  of  any  two  square  city  blocks  in  the  vicinity 
of  your  home  in  which  stores  are  located.    Show  on  it  the  various 
business  agencies  that  can  supply  your  wants.     Underneath  the 
map  list  the  stores  you  have  indicated,  under  these  classes :  neigh- 
borhood stores,   unit  stores,   department  stores,  branch  stores, 
chain  stores.     Why  will  you  find  the  same  stores  listed  in  a 
number  of  classes? 

5.  You  are  planning  to  purchase  the  list  of  articles  below. 
For  each,   mention  the   type  of  retailer   who   can   supply  your 
wants,  not  only  in  the  immediate  vicinity  of  your  home,  but 
elsewhere. 

(a)  A  history  book,  required  for  reference  purposes  in  school 
work. 

(b)  A  pair  of  tennis  sneakers. 

(c)  A  birthday  gift  for  a  friend. 

(d)  A  ribbon  for  a  portable  typewriter. 

(e)  A  set  of  water  colors  with  brushes  for  painting. 

(f )  A  box  of  refills  for  your  automatic  pencil. 

(g)  A  simple  exercising  apparatus  for  use  at  home, 
(h)   A  game  to  entertain  friends  at  home. 


LESSON  3 
MAKING  AND  PAYING  FOR  AN  ACTUAL  PURCHASE 

A  playlet  in  one  act  will  be  presented  in  this  lesson  in 
which  you  will  see  (1)  how  Pauline  Grey  purchased  the  ar- 
ticles on  her  list  (see  Lesson  2),  (2)  how  she  paid  for  her 
merchandise,  (3)  how  the  goods  were  delivered  by  the  re- 
tailer. 

Making  a  Purchase  at  the  Local  Stationery  Store 

CHARACTERS  :   PAULINE  GREY,  who  purchases  the  list  of  ar- 
ticles. 

GEORGE,  the  sales  clerk,  who  waits  on  Paul- 
ine. 

ANNA,  a  friend  of  Pauline. 
Three  CUSTOMERS,  strangers. 

TIME  :  Wednesday,  late  afternoon. 
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Photo  by  Ewing   Galloway 

Making  a  Purchase  in  a  Stationery  Store 

SCENE:  A   busy  stationery  store;  four  CUSTOMERS 

are  in  the  store,  including  ANNA.    (Enter 
Pauline.) 

PAULINE :          Oh,  hello  Anna,  how  are  you? 

ANNA:  I'm  quite  well,  thanks,  and  how  are  you? 

PAULINE  :          I  feel  so  important !  I'm  buying  all  my  school 
supplies. 

ANNA  :  Oh,  I  bought  mine  on  Monday.    You're  late. 

GEORGE  :  (To  CUSTOMER  who  has  just  been  waited  on) 

Thank  you.    Good  day.    (To  ANNA;    Who's 
next,  please? 

ANNA  :  I  believe  it's  that  young  lady. 

(Pointing  to  another  CUSTOMER) 

CUSTOMER  :       Yes,  I  am,  thank  you.    May  I  have  a  lOc  bot- 
tle of  Ritewell  ink,  blue? 
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GEORGE  :  (Serves  her  and  then  receives  the  money) 

Thank  you.    I  think  you're  next,  Miss. 

ANNA  :  Yes.    Pardon  me,  Pauline.    Please  give  me  a 

five-cent  pencil  sharpener. 
(CLERK  gets  the  article  and  hands   it  to 
ANNA  who  pays  for  it) 
Good-by,  Pauline.    Good-by,  George. 

PAULINE  :         Good-by,  Anna. 

GEORGE  :  You're  next,  Pauline. 

PAULINE  :          No,  George.    That  little  girl  was  here  before 
me. 
(Points  to  the  other  CUSTOMER) 

GEORGE:  Oh,  I'm  sorry! 

(Waits  on  the  little  girl  who  then  departs) 
Now,  what  can  I  do  for  you,  Pauline?  It's 
too  bad  you  had  to  wait  so  long. 

PAULINE:         I  don't  mind.    First  of  all,  I  want  a  brief 
case,  dark  brown. 

GEORGE:  Here's  just  the  thing  for  you.    Guaranteed 

all  leather,  double  pocket  and  patent  catch. 

PAULINE:         How  much  is  it? 

GEORGE  :  It's  very  reasonable,  only  four  dollars. 

PAULINE  :          It  looks  very  good,  but  I  can't  afford  it. 

GEORGE  :  Then  I'll  try  to  find  a  less  expensive  one  for 

you.  About  how  much  do  you  want  to 
spend  ? 

PAULINE  :         Not  more  than  two  dollars. 

GEORGE:  I'm  sorry,  I  just  sold  the  last  one  I  had  at 

that  price.  But  I've  ordered  others,  and  I'm 
expecting  them  tomorrow.  Can  you  wait? 

PAULINE:         Yes.    But  till  tomorrow  only.    Can  you  de- 
liver it? 

GEORGE:  Surely.    What  next? 

PAULINE:         Six  lead  pencils,  three  blank  books,  four 
notebooks. 
(GEORGE  gets  the  articles) 
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GEORGE : 
PAULINE 

GEORGE : 
PAULINE 


GEORGE : 
PAULINE 


GEORGE : 

PAULINE 
GEORGE : 


PAULINE 
GEORGE : 


What  else,  please? 

One  loose-leaf  binder.     Have  you  sheets  to 
fill  the  binder? 
Yes,  twenty  cents  a  hundred. 
Give  me  three  hundred.  Also  two  erasers, 
one-half  dozen  blotters,  a  box  of  clips,  and  a 
bottle  of  mucilage. 
Anything  else,  please? 

(Consulting  her  list  and  checking  the  items) 
One  thing  more — a  fountain  pen,  about  a 
dollar  and  a  half. 

This  is  just  what  you  want.    (Shows  a  pen) 
It's  a  guaranteed  pen  with  a  gold  point. 
Very  well,  that's  all. 

Let   me   see.     That's   for  the  pencils,    etc. 
Thirty,  six,  forty,  ten,  sixty,  ten,  three,  five, 
ten,  and  a  dollar  and  a  half. 
(Adds  on  a  pad  of  paper) 
One,  two,  three,  four,  five,  six,  seven,  eight, 
nine,  ten  items.    That's  right.    Three  dollars 
and  twenty-four  cents.     (He  adds  again) 
Three  dollars  and  twenty-four  cents. 
(PAULINE  hands  him  a  ten  dollar  bill)  Ten 
dollars. 
Yes. 

(The  CLERK  places  it  on  the  ledge  of  the  cash 
register  and  proceeds  to  make  change  at  the 
register.  He  works  out  the  problem  this 
way:  $3.24  and  Ic  make  $3.25;  and  25c, 
$3.50;  and  50c,  $4.00;  and  $1,  $5.00;  and 
$5,  $10.00.  (CLERK  brings  the  change  to 
PAULINE  and  recounts.)  Three  dollars  and 
twenty-four  cents,  three  dollars  and  twenty- 
five  cents,  three  dollars  and  fifty  cents,  four 
dollars,  five  dollars,  ten  dollars.  Thank  you 
very  much.  Do  you  want  the  package  deliv- 
ered? 
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PAULINE:          Yes,  please.  How  soon  can  you  send  it? 

GEORGE:  Let  me  see.    Your  address  is  158  President 

Street,  isn't  it?  (Looks  through  delivery 
slips)  The  delivery  boy  is  going  that  way  in 
the  next  ten  minutes.  He'll  be  glad  to  take 
it  up. 

PAULINE  :          That's  fine.    Thank  you.    Good-by. 

GEORGE  :  Thank  you.    Good  day.    Call  again. 

(Exit) 

The  Detailed  Business  Procedure  Illustrated  in  the  Dramatiza- 
tion 

As  you  followed  the  story  of  Pauline's  purchases  you 
observed  the  following: 

1.  Pauline  read  from  her  list  the  articles  she  wanted  and 
George,  the  sales  clerk,  got  them  rapidly  and  without  mis- 
take. 

2.  The  sales  clerk  wrote  the  price  of  each  of  the  ar- 
ticles on  a  pad,  checked  the  number  of  items  with  the 
number  of  figures  listed  on  the  pad,  totaled  the  items, 
and  checked  the  total. 

3.  The  clerk  mentioned  distinctly  the  amount  of  the 
money  he  received  to  avoid  any  dispute  as  to  how  much  the 
customer  gave  him. 

4.  The  sales  clerk  made  change  at  the  cash  register  by 
adding  coins  to  the  amount  purchased  until  the  amount  of 
the  bill  tendered  in  payment  by  Pauline  was  reached. 

5.  The  sales  clerk  counted  the  change  again  as  he  handed 
it  to  Pauline. 

6.  The  sales  clerk  promised  prompt  delivery  of  goods 
to  Pauline's  home.    Shortly  afterwards  the  errand  boy  de- 
livered the  package. 

7.  The  sales  clerk  promised  to  deliver  the  brief  case  to 
Pauline  the  next  day,  since  it  was  not  in  stock  at  the  time 
but  already  had  been  ordered. 

8.  Anna,  Pauline,  the  sales  clerk,  and  the  other  custom- 
ers were  courteous  to  one  another. 
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Supplementary  Questions  Based  on  the  Dramatization 

Another  customer  made  a  purchase  of  28c  and  gave  a  $1 
bill  in  payment.  Check  this  change  and  see  if  it  is  correct : 
2  pennies,  2  dimes,  and  1  half-dollar. 

In  other  stationery  stores,  why  might  delivery  be  made  by 
bicycle,  by  wagon,  or  by  truck,  instead  of  by  messenger? 

Why  might  customers  like  Pauline  and  Anna  return  to 
their  local  store  to  make  other  purchases? 

Why  is  it  correct  to  say  that  stores  sell  not  only  merchan- 
dise, but  service  as  well  ? 

Summary 

The  consumer  in  making  his  purchase,  pays  money  for 
the  merchandise  and  receives  goods  and  service.  In  making 
change,  the  sales  clerk  adds  from  the  amount  of  the  pur- 
chase till  he  reaches  the  amount  of  the  coin  or  bill  tendered 
in  payment.  Courtesy  and  politeness  are  expected  of  both 
the  consumer  and  the  retailer  in  their  dealings  with  each 
other. 

Business  Vocabulary 

stationery  service  package 

customer  efficiently  guaranteed 

purchase  courteous 

reasonable  mucilage 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  In  one  of  the  local  retail  stores  articles  are  sold  as  fol- 
lows: 

(a)  Candy  bars — 2  for  7c. 

(b)  Wash  rags— 6  for  25c. 

(c)  Cakes  of  soap — 3  for  lOc. 

(d)  Packages  of  pins — 4  for  9c. 

(e)  Glasses— 2  for  5c. 

What  is  the  cost  of  a  dozen  of  each  ? 

2.  In  the  problem  above,  if  a  customer  spent  35c  for  candy 
bars,  and  30c  for  soap,  how  many  bars  and  how  many  cakes  would 
he  receive? 
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3.  You  purchased  MJ  dozen  pads  of  paper  at  2  for  9c  and  gave 
a  half-dollar  in  payment.    How  much  change  did  you  receive? 

4.  How  much  more  will  six  articles  cost  at  2  for  15c  than  at 
3  for  21c?    How  can  you  check  your  answer? 

GROUP  II 

1.  You  purchase  paper  napkins,  each  package  labeled  "100 
napkins."    What  protection  have  you  in  regard  to  receiving  that 
number  in  each  package? 

2.  You  buy  a  box  of  candy.    On  the  outside  is  printed  "One 
Ib.  net."    What  have  you  a  right  to  expect  in  the  weight  of  the 
candy  itself?    How  should  the  box  be  labeled  if  the  weight  also 
includes  that  of  the  container? 

3.  You  enter  the  neighborhood  grocery  store  and  find  three 
customers  there.    Why  should  you  await  your  turn? 

4.  The  sales  clerk,  who  is  filling  your  order,  leaves  you  to 
attend  to  another  customer  before  you  have  completed  your  pur- 
chase.    Why  is  that  unfair  to  you?     What  should  he  do  in  an 
extreme  case,  in  which  he  may  be  obliged  for  some  reason  to 
serve  another  customer  before  your  wants  are  supplied? 

5.  Why  is  it  good  business  procedure  for  a  customer  to  count 
his  change  before  leaving  the  cashier's  desk  in  a  store? 

6.  You  are  certain  that  you  received  change  for  a  one-dollar 
bill  instead  of  a  five,  but  you  did  not  notice  the  error  until  an 
hour  later.    Upon  your  return  to  the  store,  you  explain  the  situa- 
tion.    What  can  you  expect  the  storekeeper  to  do?     What  step 
did  you  neglect  at  first  that  will  perhaps  prevent  you  from  having 
the  error  corrected? 

7.  Write  a  little  play,  similar  to  the  one  in  the  lesson,  describ- 
ing the  purchase  of  articles  for  your  mother,  the  payment  for  the 
articles,  and  their  delivery. 

8.  Drill  yourself  in  making  change  by  telling  in  each  case  the 
exact  bills  and  coins  to  be  given  to  each  customer. 

Amount  of  Bills  or  Coins 

Customer  Purchase  Tendered  in  Payment 

1  $1.49  2— $1  bills 

2  .34  1— 50c  piece 

3  3.09  1— $5  bill 

4  .67  3 — quarters 

5  .44  1— $1  bill 
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CONSUMER 

Customer 

One 

ijjjJrtef    Case 

MIDDLEMAN 

Retailer 

"One 
Brief  Case 

One  Dozen 

:::.,::::,.,,:•,.,,:  .:,  ,..,    '     O:  "-•:?. 

MIDDLEMEN 

Jobber 

One  Dozen 
Brief  Case*     i: 

10  Gross 
Brief  Cases        ; 
Regular  Stocl<     : 
Of  Gose  Out    | 

Wholesaler 

Brief  Cajes 

|  Gross 
Brief  Cases 

L 

MANUFACTURERS 

Tannery 
Leather 

Hides 

Mill 

Cotton 
Cloth 

Factory          Bfjef 
Leather,  etc.                  Cases 

Finished 
Materials  -            /~     j 
,       ,                  Goods 

Co«™        iMG*** 

PRODUCERS 

Farm 
Cattle 

Farm 
Raw  Cotton 

The  Relation  between  the  Consumer,  the  Retailer,  the  Jobber,  the 
Wholesaler,  the  Manufacturer,  and  the  Producer 
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LESSON  4 

THE  CONSUMER,  THE  RETAILER,  THE  JOBBER,  THE 

WHOLESALER,  THE  MANUFACTURER,  THE 

PRODUCER— THEIR  RELATION  AND 

INTERDEPENDENCE 

Problem  1.  Early  Thursday  afternoon,  Pauline's  mother  re- 
ceived the  brief  case  which  the  sales  clerk  had  promised  to  deliver, 
and  she  paid  the  delivery  boy  two  dollars,  the  retail  selling  price  of 
the  brief  case.  What  problem  did  the  retail  stationer  have  in  order- 
ing and  receiving  a  new  supply  of  brief  cases,  so  that  he  was  able 
to  satisfy  Pauline's  need  of  one? 

Purchases  by  the  Retailer  from  the  Jobber,  the  Wholesaler, 
and  the  Manufacturer  or  Producer 

On  Tuesday,  the  day  before  Pauline  came  into  the  store, 
the  retailer  sold  the  last  two-dollar  brief  case  in  stock. 
Since  it  was  at  the  beginning  of  the  school  term,  he  knew 
that  there  would  be  more  calls  for  the  same  type  of  brief 
case  and  he  at  once  made  a  note  in  his  memorandum  book 
to  order  a  fresh  supply.  During  his  spare  time  he  phoned 
his  dealer,  ordering  one  dozen  brief  cases  for  immediate  de- 
livery. This  dealer  was  a  wholesaler  who  bought  brief  cases 
from  the  maker,  or  manufacturer,  in  much  larger  quanti- 
ties than  are  needed  by  the  retailer.  Thursday  morning  the 
wholesaler  delivered  by  truck  the  dozen  brief  cases  ordered 
by  the  retailer.  The  retailer  delivered  one  to  Pauline. 
Note  the  important  point  that  the  wholesaler  and  the  manu- 
facturer deal  in  larger  quantities  than  the  retailer.  In 
certain  cases  the  retailer  may  buy  directly  from  the  manu- 
facturer or  producer  as  is  shown  in  the  next  three  problems. 

Problem  2.  Mr.  Walsh  has  decided  to  buy  a  radio  of  a  certain 
make  and  goes  to  his  local  radio  shop.  The  proprietor  hasn't  in 
stock  the  model  he  wishes,  but  shows  Mr.  Walsh  a  picture  of  the 
radio  in  a  catalogue,  and  offers  to  order  one  for  him.  Mr.  Walsh 
agrees.  Where  does  the  retailer  place  his  order? 

The  retailer  orders  directly  from  the  manufacturer  in  this 
case.  How  may  the  retailer  arrange  with  the  manufac- 
turer to  have  the  radio  delivered  to  Mr.  Walsh's  home  in- 
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stead  of  to  the  store  ?  Nevertheless  whom  would  Mr.  Walsh 
pay?  The  radio  store  gives  Mr.  Walsh  a  one-year  guar- 
antee to  replace  parts  and  tubes.  What  is  the  retailer's 
obligation  in  this  guarantee? 

Problem  3.  The  grocer  from  whom  your  mother  gets  her  eggs 
has  a  sign  in  his  store:  "Eggs  direct  from  the  farm."  Where  does  he 
buy  these  eggs? 

The  grocer  buys  from  the  farmer,  who  is  called  the  pro- 
ducer, either  through  a  farmers'  market  or  by  direct  de- 
livery from  the  egg  farm.  In  farmers'  markets,  sales  of 
eggs,  fruits,  and  vegetables  are  often  made  directly  to  the 
consumer.  The  grocer  has  cheaper  eggs  to  sell  and  also 
storage  eggs.  He  buys  these  cheaper  eggs  or  storage  eggs 
from  the  wholesaler,  and  not  from  the  producer. 

Problem  4.  Your  father  decides  to  have  a  suit  made  to  order. 
He  goes  to  a  tailor,  who  shows  him  sample  swatches  of  goods,  and 
chooses  the  material  for  his  suit.  Why  is  it  not  practical  for  the 
tailor  to  buy  the  goods  directly  from  the  manufacturer  or  the  whole- 
saler? 

The  tailor  (retailer)  is  obliged  to  buy  a  few  yards  of  the 
goods  from  a  jobber  who  is  prepared  to  sell  in  such  small 
quantities.  Naturally  the  tailor  must  pay  more  than  if  he 
bought  in  large  quantities  from  the  manufacturer  or  whole- 
saler. If  the  tailor  is  able  to  use  a  larger  number  of  yards — 
one  or  more  bolts  for  example — why  might  he  buy  from  a 
wholesaler  or  a  manufacturer?  A  druggist  also  buys  from 
a  jobber  because  very  often  he,  too,  needs  only  small 
quantities. 

Relations  between  the  Manufacturer  (Producer)  and  the  Con- 
sumer, Retailer,  Wholesaler,  or  Jobber 

The  wholesaler,  the  jobber,  and  the  retailer  are  sometimes 
called  "middlemen"  as  they  come  between  the  manufac- 
turer or  producer  and  the  consumer,  in  supplying  the  lat- 
ter's  wants.  When  a  consumer  buys  a  piano  directly  from 
the  manufacturer,  why  can  it  be  said  that  no  "middleman" 
had  anything  to  do  with  the  sale?  The  chart  on  page  17 
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illustrates  the  relation  between  the  consumer,  the  retailer, 
the  jobber,  the  wholesaler,  the  manufacturer,  and  the  pro- 
ducer. 

Some  people  advocate  direct  selling  to  consumers  by 
manufacturers  or  producers.  They  claim  that  the  "middle- 
man" adds  unnecessarily  to  the  cost  of  goods  and  argue  that 
the  consumer  should  buy  for  much  less.  Other  people  deny 
that  the  price  would  decrease  and  claim  that  such  a  plan 
would  have  small  success.  This  question  is  still  very  much 
debated. 
The  Interdependence  of  Types  of  Dealers  and  Consumer 

Problem  5.  Retailers  in  your  neighborhood  find  that  consum- 
ers are  buying  more  goods.  How  does  this  affect  the  middlemen 
and  producers? 

The  retailers  must  buy  more  from  the  jobbers,  who,  as 
a  result,  order  more  from  the  wholesalers.  Naturally,  the 
wholesalers  increase  their  purchases  from  the  manufactur- 
ers or  the  producers,  and  thus  we  see  that  when  one  class  of 
dealer  is  affected  all  are  affected. 

Problem  6.  You  have  heard  of  milk  strikes  by  farmers,  and  of 
strikes  by  coal  miners,  clothing  workers,  etc.  How  is  the  retailer 
affected  by  these? 

The  retailer  may  pay  more  for  goods  because  of  the 
shortage  caused,  and  the  prices  of  goods  to  the  consumer 
may  rise. 

Today  manufacturers,  producers,  wholesalers,  and  job- 
bers complain  that  retailers  buy  "from  hand  to  mouth." 
That  is,  the  retailer  buys  just  what  the  customer  orders  or 
what  his  store  absolutely  requires.  Thus  manufacturers, 
wholesalers,  etc.,  do  much  less  business.  When  customers 
buy  less,  how  are  the  agencies  just  mentioned  affected? 

Summary 

The  retailer  buys  from  the  jobber,  the  wholesaler,  and 
the  manufacturer,  or  the  producer.  Each  is  dependent  upon 
all  the  others,  and  consumers'  buying  affects  them  all.  The 
manufacturer  receives  new  goods  from  the  producer,  and 
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makes  the  articles  which  are  bought  by  consumers  through 
"middlemen"  (retailers,  jobbers,  wholesalers). 

Business  Vocabulary 

jobber  distributor  quantity 

wholesaler  producer  quantities 

manufacturer  proprietor  middlemen 

obligation  catalogue 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  1 

1.  Count   exactly,   as   a   retail   sales  clerk   does,    in   making 
change  for  purchases  of   (a)   $7.58,  when  a  $10  bill  is  tendered 
in  payment,  of  (b)   $3.32,  when  a  $5  bill  is  tendered. 

2.  Find  the  cost  of  each  purchase : 

(a)  16  articles @  4  for     9c 

(b)  1  doz.    articles . .  @  3  f  or     7c 

(c)  9  articles   @  3  for     8c 

(d)  1  doz.    articles..®  2  for     7c 

(e)  24  articles   @  3  for  25c 

GROUP  II 

1.  In  Problem  4  of  the  lesson  we  have  just  studied,  let  us 
suppose  that  the  tailor  guaranteed  to  make  your  father's  suit 
to  his  satisfaction;   and  that  when  the  suit  was  finished  your 
father  was  not  satisfied  with  the  fit  and  refused  to  accept  it. 
Would  the  tailor  have  the  legal  right  to  force  him  to  accept  and 
pay  for  the  suit  if  he  felt  that  the  suit  did  fit  well?    What  rea- 
son can  you  give  for  your  answer?    How  are  such  situations  gen- 
erally adjusted  to  the  satisfaction  of  both  parties? 

2.  When  you  buy  eggs,  butter,  etc.,  at  the  grocer's,  why  have 
you  the  right  to  demand  that  they  be  fresh  and  edible?     What 
can  you  do  if  you  do  not  find  them  so  immediately  after  bringing 
them  home  ? 

3.  The  Artcraft  Dry  Goods  Co.  is  engaged  in  wholesale  buy- 
ing and  selling.     It  sells  at  retail  also  without  the  knowledge 
of  its  customers   who   buy   at  wholesale.     Why   is   such   retail 
selling  not  fair  to  Artcraft's  wholesale  trade?    What  is  likely  to 
happen   when    its   wholesale   customers   become    aware    of   this 
practice  ? 

4.  You  buy  a  loaf  of  bread  at  the  grocery  store.     The  store 
purchases  its  bread  from  a  baking  concern.    A  foreign  substance 
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in  the  bread  breaks  the  tooth  of  a  member  of  the  family.  Who 
should  be  held  responsible,  the  grocer  or  the  baking  company? 
Why? 

5.  Make  a  list  of  five  articles  purchased  at  a  retailer's  which 
may  be  delivered  directly  to  the  customer  by  the  manufacturer 
on  an  order  to  that  effect  from  the  retailer. 

6.  Give  three  instances  in  which  the  consumer  buys  directly 
from  (a)  the  manufacturer,  (b)  the  producer. 


UNIT  H 
THE  OPERATIONS  OF  TRADING  CONCERNS 

LESSON  1 
THE  TRADING  CONCERN  STARTING  IN  BUSINESS 

In  Unit  I  you  learned  about  the  consumer  and  his  daily 
contacts  with  business ;  and  in  these  contacts,  you  observed 
that  his  wants  and  needs  are  supplied  by  various  agencies. 
In  most  instances,  it  was  from  the  retailer  that  the  con- 
sumer purchased  the  goods  he  needed.  You  also  learned 
that  the  goods  sold  to  the  consumer  by  the  retailer  are  fur- 
nished to  him  by  other  agencies,  such  as  jobbers,  wholesal- 
ers, manufacturers,  and  producers.  The  retailer  in  some 
cases,  the  jobber  often,  and  the  wholesaler  invariably,  buy 
the  finished  products  from  the  manufacturer  or  producer. 
These  agencies,  which  buy  the  finished  product  and  resell  it, 
whether  to  another  business  agency  or  to  the  final  con- 
sumer, are  known  in  the  business  world  as  "trading"  con- 
cerns, since  all  they  do  is  buy  and  sell,  or  "trade." 

In  this  unit  we  shall  study  the  functioning  of  these  busi- 
ness agencies  in  their  daily  activities.  We  shall  discuss 
the  operations,  or  activities,  of  the  trading  concern  under 
two  topics:  (1)  The  trading  concern  as  it  is  starting  busi- 
ness; and  (2)  The  trading  concern  as  it  carries  on  business. 

The  Business  Problems  Involved  in  Opening  a  Local  Retail 

Store 

Problem  1.  Charles  Turner  plans  to  establish  a  retail  shoe  store 
in  a  neighborhood  that  has  many  families  similar  to  the  one  men- 
tioned at  the  beginning  of  Unit  I.  For  five  years,  he  worked  as 
a  salesman  in  a  retail  shoe  store,  whose  owner  finally  retired  from 
business.  By  that  time  Mr.  Turner  had  saved  $3400  out  of  his  salary. 
He  realizes,  however,  that  this  amount  is  insufficient  to  establish  a 
retail  shoe  store,  and  he  decides  to  try  to  borrow  the  money  he  still 
needs.  His  brother  agrees  to  lend  him  the  additional  cash  he  re- 
quires and  accepts  a  one-year  note  as  security.  What  steps  does  Mr. 
Turner  now  take  before  he  is  ready  to  begin  business? 

23 
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Charles  Turner  leases  a  store  at  a  reasonable  rental  in  the 
neighborhood  he  has  selected.  Choosing  the  neighborhood 
for  his  store  required  careful  consideration  of  the  class  of 
people  residing  in  the  vicinity,  the  amount  of  competition 
present,  and  the  volume  of  trade  to  be  expected.  He  had 
also  to  estimate  whether  the  store  would  be  able  to  pay  a 
profit  at  the  rental  agreed  upon.  To  protect  himself  against 
future  increases  in  rent  Mr.  Turner  obtains  a  three  years' 
lease  from  the  landlord. 

He  then  buys  for  cash,  fixtures,  a  stock  of  shoes,  and 
whatever  other  items  are  necessary.  He  pays  $2927.00  for 
the  stock  of  shoes;  $867.00  for  store  fixtures;  $49.00  for 
supplies;  $195.00  for  a  safe  and  a  cash  register;  $374.00  for 
show  cases;  and  $88.00  for  show  window  fixtures.  Five 
hundred  dollars  of  his  ready  cash  he  decides  to  keep  as  a  re- 
serve. Since  this  is  his  first  business  venture,  Mr.  Turner 
is  obliged  to  pay  cash  for  everything  he  buys.  After  he  has 
been  established  for  a  length  of  time,  however,  he  may  have 
credit  extended  to  him  on  the  basis  of  the  reputation  for 
reliability  and  financial  soundness  he  may  have  earned  by 
then  in  his  dealings  with  wholesalers  and  manufacturers. 

The  amount  Mr.  Turner  borrows  from  his  brother  is  ar- 
rived at  by  finding  the  total  amount  spent,  and  deduct- 
ing from  that  the  amount  of  his  savings  remaining  after  the 
cash  reserve  of  $500.00  has  been  set  aside.  The  items  pur- 
chased may  be  divided  into  three  groups :  merchandise,  sup- 
plies, and  equipment.  Under  these  three  groups,  the  items 
will  appear  as  follows : 

Merchandise  Supplies  Equipment 

Stock  of  Wrapping  Paper,          Store  fixtures  . .  $  867.00 

Shoes    . . .  $2927.00        Cord,   etc. . .  $49.00     Safe,  etc 195.00 

Show  cases   374.00 

Window  fixtures       88.00 


Totals  . .  .$2927.00  $49.00  $1524.00 

Adding  the  three  totals  together  you  find  that  they  equal 

$4500.00.     (This  amount  can  also  be  found  by  adding  the 

six  separate  items.)     Since  Mr.  Turner  holds  $500.00  of  his 
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savings  in  reserve,  he  must  have  used  $2900.00  of  his  own 
money  for  the  merchandise,  equipment,  and  supplies  he 
needed.  $2900.00  subtracted  from  $4500.00  leaves  $1600.00 
which  is  the  amount  he  has  borrowed.  His  complete  invest- 
ment is,  therefore,  $5000.00.  ($4500.00  plus  $500.00.) 

A  natural  question  to  ask  is :  "Why  does  this  beginner 
in  business  set  aside  $500.00  of  his  cash  investment  as  a  re- 
serve?" It  may  happen  that  while  the  business  is  getting 
its  start,  the  total  of  the  rent  and  other  expense  items  or 
service  costs,  such  as  salaries,  telephone,  light,  and  repairs, 
cannot  be  met  out  of  the  current  income  of  the  store.  By 
setting  aside  $500.00  Mr.  Turner  makes  certain  that  he  will 
be  able  to  cover  these  expenses  until  the  time  when  they  can 
be  paid  entirely  out  of  money  obtained  from  sales  to  cus- 
tomers. This  is  considered  good  business  judgment.  Other- 
wise, what  may  happen  to  the  business  if  Mr.  Turner  makes 
no  provision  for  current  expenses? 

The  Business  Problems  Involved  in  Establishing  a  Department 
Store 

Problem  2.  A  large  department  store  is  to  be  opened  in  your 
locality.  What  are  the  problems  that  confront  the  organizers  of  the 
business? 

They  are  not  different  from  those  Charles  Turner  experi- 
enced, except  that  they  are  on  a  larger  scale  and  more  com- 
plicated. The  founders  of  the  store  are  obliged  to  exert 
much  more  care  in  choosing  a  location,  invest  a  much  larger 
amount  of  capital,  buy  larger  quantities  of  merchandise  for 
sale  in  the  many  departments,  purchase  more  equipment 
and  supplies,  and  hire  a  much  larger  staff  of  employees. 
The  larger  amount  of  capital  required  for  the  establishing 
of  a  department  store  is,  as  a  rule,  advanced,  not  by  one 
individual,  but  by  a  number.  In  addition  to  the  owners' 
investments,  large  loans  are  often  required  from  private 
individuals  and  bankers.  These  are  but  a  few  of  the  prob- 
lems organizers  of  new  department  stores  must  face.  Men- 
tion others. 
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Business  Problems  Involved  in  Starting  a  Wholesale  Trading 
Concern 

Problem  3.  The  Superior  Hosiery  Company,  a  wholesale  hosiery 
concern,  is  to  be  organized.  It  plans  to  buy  from  the  manufacturer 
and  sell  at  wholesale  to  the  retailer.  What  problems  must  the 
founders  of  this  trading  concern  face  in  launching  their  business? 

In  general,  the  problems  met  will  be  more  or  less  identical 
with  those  met  by  the  founders  of  the  two  preceding  busi- 
nesses, but  for  a  few  modifications.  Inasmuch  as  the  or- 
ganization will  have  its  salesmen  visit  the  establishments  of 
its  customers  to  sell  merchandise,  the  question  of  location  is 
not  very  important.  Again,  since  it  is  not  required  to  keep 
its  stock  in  the  same  place  as  its  office,  it  can  warehouse  its 
merchandise  in  sections  where  the  rent  is  cheaper.  The 
stock  in  trade  must,  of  course,  be  much  larger  than  either 
that  of  the  retailer  or  of  the  department  store  owner,  since 
the  hosiery  company  must  be  prepared  to  fill  demands  on 
short  notice  from  many  customers,  all  of  whom  may 
perhaps  desire  the  same  item  at  almost  the  same  time. 
What  other  points  of  similarity,  or  difference,  in  the  prob- 
lems of  establishing  retail  and  wholesale  businesses  can  you 
mention  ? 

Summary 

Organizing  a  trading  concern  involves  the  following  vital 
problems:  (1)  The  location  of  the  business,  and  the  rent; 
(2)  The  purchase  of  equipment,  supplies,  and  a  stock  of 
merchandise;  (3)  The  capital  necessary  for  the  three  items, 
and  for  a  reserve  to  cover  running  expenses  until  the  in- 
come begins  to  cover  them;  (4)  The  method  of  obtaining 
this  necessary  capital. 

Business  Vocabulary 

sufficient  competition  operations 

fixtures  concerns  salaries 

merchandise  capital  desirable 

equipment  additional  activities 
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ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  The  customer  of  a  newly-organized  store  bought  articles, 
the  prices  of  which  are  listed  on  the  slip  below;  he  tendered  a 
$2.00  bill  in  payment,  and  received  $.29  in  change.  He  claimed 
that  this  was  $.10  short.  Was  he  right?  Prove  your  answer. 


.46 
.12 
.23 
.19 

.08 
.06 
.17 
.05 
.04 
.03 
.18 


2.  What  is  the  monthly  rental  of  each  of  three  stores  paying 
$2400.00,  $3600.00  and  $1800.00  rent  annually? 

3.  Some  business  men  who  operate  retail  stores  prefer  to  pay 
rent  on  a  percentage-of-sales  basis  rather  than  on  a  fixed  monthly 
or  yearly  basis. 

(a)  Would  it  have  been  better,  and  by  how  much,  for  a  retailer, 
believing  in  the  first  practice,  to  have  paid  3%  on  an  estimated 
yearly  sales  volume  of  $100,000.00  or  to  have  paid  a  fixed  annual 
rental  of  $3600.00? 

(b)  What  will  be  the  monthly  rental  under  each  plan? 

GROUP  II 

1.  Mr.  Turner  obtained  a  three-year  lease  from  the  landlord 
when  he  rented  his  store.    How  does  the  lease  protect  him  from 
an  increase  in  rent  during  the  three  years?    What  disadvantage 
would  there  be  for  him  in  having  a  three-year  lease,  should  rents 
go  down  generally  in  the  neighborhood?     How  is  the  lease  a 
protection  to  the  landlord? 

2.  Charles  Turner  and  other  retailers  in  the  vicinity  formed 
a  merchants'  association.   What  advantages  did  the  members  of 
the  association  gain  by  joining  such  an  organization? 

3.  Why  might  the  reputation  of  the  organizers  of  a  new  de- 
partment store  help  in  their  obtaining  a  loan  from  the  bank,  even 
without  security? 

4.  William   Smart  opened   a  retail   haberdashery   store.    He 
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bought  for  cash,  a  safe  for  $85.00,  shirts  for  $1648.00,  neck- 
ties for  $588.00,  store  fixtures  for  $667.00,  business  stationery 
and  cards  for  $26.00,  jewelry  for  $158.00,  underwear,  socks,  and 
pajamas  for  $2297.00,  wrapping-  materials  for  $38.00,  show  cases 
for  $366.00,  umbrellas  for  $136.00,  belts  and  suspenders  for 
$392.00,  miscellaneous  merchandise  for  $499.00,  a  cashier's  desk 
for  $77.00,  and  books  in  which  to  keep  records  for  $16.00. 

(a)  Arrange  the  above  items  with  amounts  under  the  three 
headings:  merchandise,  supplies,  equipment. 

(b)  Find  the  total  of  each  column. 

(c)  What  was  William  Smart's  total  cash  investment?    Prove 
your  answer. 


LESSON  2 
THE  OPERATIONS  OF  A  RETAIL  STORE 

To  understand  the  many  operations  of  a  retail  trading 
concern,  we  shall  remain  with  Mr.  Turner  and  follow  the 
various  business  activities  that  take  place  in  his  retail  shoe 
store. 

Ordering  and  Buying  Goods 

Problem  1.  In  mid-season  Mr.  Turner  finds  it  necessary  to  replen- 
ish his  stock  of  men's  black  calf  Oxfords  because  of  the  constant  de- 
mand for  this  style  of  shoe.  He  decides  that  three  dozen  pairs  are 
needed  in  the  following  sizes: 

Sizes  sy2     6     ey2      7      ?y2      &     &y2      9     9y2    ioy2    n 

No.  of  pairsVZZ   32233663332 
How  are  these  shoes  obtained? 

The  first  step  is  to  order  the  shoes  from  the  wholesaler  or 
manufacturer.  In  this  case,  the  three  dozen  pairs  of  men's 
black  Oxfords  are  ordered  by  telephone  from  the  Empire 
Shoe  Company.  Later  in  the  day  a  written  order  is  mailed 
to  the  Empire  Shoe  Company  to  confirm  the  telephone  or- 
der. In  the  written  order  Mr.  Turner  gives  instructions  to 
have  the  shoes  sent  "at  once"  by  express. 

Receiving  Goods 

The  next  day  the  driver  of  an  express  company  truck  de- 
livers a  carton  from  the  Empire  Shoe  Company,  containing 
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the  three  dozen  pairs  of  black  Oxford  shoes  ordered  the  day 
before.  Why  must  Charles  Turner,  or  his  clerk,  sign  a  re- 
ceipt for  the  carton? 

The  expressman's  delivery  sheet  is  signed  by  the  store 
clerk  to  show  that  the  goods  have  been  received  by  him  be- 
fore being  placed  in  stock.  What  else  is  the  clerk  required 
to  do? 

On  opening  the  carton,  the  clerk  finds  a  packing  slip 
showing  that  three  dozen  pairs  of  shoes  are  enclosed.  He 
also  finds  the  style  number  and  sizes  of  the  shoes  printed 
on  each  of , the  shoe-box  labels.  He  counts  the  total  number 
of  pairs,  and  checks  to  see  that  the  amounts  of  each  size 
agree  with  the  record  on  the  packing  slip. 

Placing  the  Shoes  in  Stock 

Why  are  boxes  of  shoes  not  left  in  the  carton?  Because 
they  are  needed  for  immediate  sale  they  are  unpacked, 
marked  with  cost  and  selling  prices,  and  immediately  put 
on  the  shelves.  If  these  shoes  are  to  be  reserve  stock,  they 
may  be  kept  in  the  back  room  of  the  store  or  in  a  storage 
space  on  a  platform  over  the  store  fixtures. 

Selling  the  Goods 

The  black  Oxfords  and  other  models  on  Charles  Turner's 
shelves  are  disposed  of  in  due  time.  That  is,  the  stock  of 
shoes  is  sold  to  the  customers  who  come  into  the  store. 
Window  displays,  announcements  of  sales,  the  sales  clerks  in 
the  store — all  help  to  attract  customers. 

Let  us  follow  one  of  the  sales  made  to  a  customer  and  see 
what  happens. 

Problem  2.  Shortly  after  opening  time,  Q  customer  enters  the 
store  and  the  sales  clerk  learns  that  he  wants  a  pair  of  black  calf 
Oxfords.  After  a  few  minutes  the  customer  finds  he  is  satisfied  with 
the  style,  color,  and  fit  of  one  of  the  pairs  shown  him.  The  price, 
$6.00,  is  satisfactory  as  well.  The  customer,  after  paying  for  the  shoes 
he  selected,  explains  that  he  is  on  his  way  to  business.  What  does  the 
sales  clerk  suggest  as  to  the  delivery  of  the  shoes? 
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Delivering  or  Shipping  the  Goods 

The  sales  clerk  gives  the  shoes  bought  by  the  customer  to 
a  special  clerk  who  wraps  them.  Later  in  the  day  the  pack- 
age is  delivered  to  the  customer's  home  by  the  errand  boy. 
Most  of  Charles  Turner's  customers,  however,  take  their 
purchases  with  them.  Why  is  it  not  necessary  then  for  the 
store  to  have  a  delivery  truck? 

We  must  remember,  nevertheless,  that  some  other  retail 
stores  make  deliveries  either  by  their  own  motor  vehicles  or 
by  the  delivery  systems  offered  by  trucking,  express,  and 
parcel-service  companies.  Goods  to  out-of-town  customers 
are  shipped  by  parcel  post,  railroad,  or  other  transporta- 
tion methods. 

Filing  Business  Papers 

Problem  3.  In  the  mornins's  mail,  Charles  Turner  receives  an  in- 
voice for  the  three  dozen  black  Oxford  shoes  he  ordered  from  the 
Empire  Shoe  Company.  What  does  Charles  Turner  do  with  the 
invoice? 

Mr.  Turner  places  the  invoice  in  a  box  file,  filing  it  with 
other  invoices  according  to  date,  so  that  he  may  be  able  to 
locate  the  bill  readily  when  it  falls  due. 

Paying  for  the  Goods 

When  the  time  comes  to  pay  the  invoice,  it  is  taken  out 
of  the  box  file,  and  a  check  to  cover  this  invoice  is  mailed 
to  the  Empire  Shoe  Company. 

Keeping  Records 

On  the  stubs  of  his  check  book  and  in  the  cash  book, 
Charles  Turner  keeps  a  record  of  the  check  sent  to  the  Em- 
pire Shoe  Company,  as  well  as  of  other  checks  issued.  Some 
of  these  are  sent  to  shoe  wholesalers  and  manufacturers  and 
to  other  agencies  which  have  rendered  various  services  to 
the  concern. 

Managing  the  Business 

Charles  Turner's  business  is  a  success  for  the  following 
reasons :  well-made  and  up-to-date  merchandise  is  sold ;  the 
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clerks  are  helpful  and  efficient;  deliveries  are  prompt;  the 
merchandise  stock  is  kept  clean  and  orderly;  and  above  all, 
Mr.  Turner's  capable  management  and  intelligent  supervi- 
sion act  as  an  inspiring  force  on  everyone.  Still  other  ele- 
ments of  good  management  are  present.  Can  you  suggest 
their  nature? 

In  the  next  lesson,  we  shall  follow  the  basic  operations  of 
another  kind  of  retail  store,  the  department  store,  and  we 
shall  also  examine  the  activities  of  jobbing  and  wholesale 
concerns.  You  will  find  that  the  activities  of  almost  all 
trading  concerns  are  basically  the  same  as  those  of  Mr. 
Turner's  retail  store.  See  chart  below. 


Basic  Activities  of  a  Trading  Concern 
The  Interdependence  of  the  Basic  Activities  of  a  Business 

In  problem  3  we  noticed  that  Mr.  Turner  filed  his  invoice 
in  such  a  way  that  he  was  able  readily  to  ascertain  when  it 
came  due.  What  may  happen  if  bills  or  invoices  are  not 
properly  filed,  or  are  perhaps  lost?  In  problem  1  we  saw 
that  Charles  Turner  orders  and  buys  shoes  regularly  to 


32     OUR   DAILY  CONTACTS  WITH   BUSINESS 

supply  the  demand  of  his  customers.    What  may  result  if  he 
keeps  an  insufficient  amount  of  stock? 

From  this  you  can  work  out  many  instances  to  prove  that 
all  the  operations  of  a  business  are  interdependent  in  the 
same  way  as  the  various  types  of  dealers  were  shown  to  be 
interdependent. 

Summary 

The  operations  of  a  trading  concern  include  the  following 
basic  activities :  (1)  ordering  and  buying  goods,  (2)  receiv- 
ing goods,  (3)  placing  the  goods  in  stock,  (4)  selling  goods, 
(5)  shipping  goods,  (6)  filing  business  papers,  (7)  paying 
for  goods  and  services,  (8)  keeping  records,  (9)  managing 
the  business.  All  these  activities  are  interdependent. 

Business  Vocabulary 

confirm  systematically  insufficient 

receipt  filing  interdependent 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

Write  answers  accurately  and  as  rapidly  as  possible  to  the 
questions  in  this  group. 

1.  Find  the  cost  of  each  of  the  following  purchases  made  in 
a  retail  grocery  store: 

(a)  12  Ibs.  at  4  for  9c  (c)     9  pkgs.  at  3  for  7c 

(b)  1  doz.  at  6  for  9c  (d)   10  bars  at  2  for  5c 

(e)  16  cakes  at  4  for  lOc 

2.  Find  the  total  of  each  of  the  three  sales  below  made  by  a 
sales  clerk  in  a  retail  produce  market. 

(a)  (b)  (c) 

$.16  $.08  $.36 

.09  .16  .08 

.08  .09  .16 

.05  .02  .15 

.07  .07                            .        .09 

.08  .08  .07 

.03  .12  .14 

.06  .09  1.25 

.07  .17  .18 
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GROUP  II 

1.  The  Empire  Shoe  Company  received  a  written  order  con- 
firming the  order  Mr.  Turner  made  by  telephone.    Why  does  the 
Empire  Shoe  Company  require  a  written  confirmation  of  the 
order?    What  is  the  value  to  Charles  Turner  of  sending  such  a 
confirmation? 

2.  Let  us  assume  that  the  carton  delivered  to  Charles  Turner 
by  the  driver  of  the  express  company  was  received  in  a  damaged 
condition.    What  will  the  receiving  clerk  do  to  protect  his  em- 
ployer against  possible  loss? 

3.  Let  us  assume  that  when  the  carton  is  received  and  un- 
packed  it  contains   thirty-eight  pairs   of  shoes   instead   of  the 
thirty-six  indicated  on  the  packing  slip.    What  is  the  fair  thing 
for  the  receiving  clerk  to  do?   Why  would  it  be  really 'disloyal  of 
the  clerk  if,  in  order  to  save  Mr.  Turner  the  necessity  of  paying 
for  them,  he  put  the  two  extra  pairs  in  stock  without  notifying 
Empire  of  its  error? 

4.  Charles  Turner  advertises  a  sale  of  dress  pumps  at  $3.49 
a  pair.    A  customer  asks  for  a  pair  and  is  told  that  no  more 
are  to  be  sold  at  that  price.    Is  the  customer  right  in  insisting 
upon  being  sold  a  pair  at  $3.49  ?    Give  a  reason  for  your  answer. 

5.  (a)   The  sales  clerk  reports  on  March  15,  193-,  that  a  cus- 
tomer's order  for  men's  patent  leather  shoes,  size  8%,  cannot  be 
filled. 

(b)  Mr.  Turner,  after  having  the  stock  of  men's  patent  leather 
shoes  gone  over,  finds  it  necessary  to  order  two  dozen  pairs  at 
once. 

(c)  On  March  16,  193-,  the  following  order  is  given  to  the 
Fitwell  Shoe  Company,  City,  by  telephone: 

Sizes    ey2       7      ?y2       8      sy2       9      9y2 

Pairs    3       3       3       3        6       3       3 

(d)  On  March  18,  193-,  a  parcel  post  carton  is  delivered  to  the 
store.    An  invoice  from  the  Fitwell  Co.  is  received  by  mail  the 
same  day. 

(e)  On  March  19,  193-,  a  customer  buys  a  pair  of  men's  patent 
leather  shoes,  size  9,  and  pays  $7.50  in  cash  for  them.    He  asks 
that  the  shoes  be  sent  to  his  home. 

(1)  What  business  activities  take  place  as  a  result  of  the 
above  incidents? 

(2)  Describe  each  activity  in  a  few  sentences. 

(3)  How  might  the  loss  of  the  sale  on  March  15,  193-,  have 
been  avoided? 

(4)  Why  must  Mr.  Turner's  store  occasionally  make  these 
sudden  purchases  of  goods? 
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6.     Before  closing  his  store  on  Saturday,  March  19,  193-,  Mr. 

Turner  totals  his  sales  for  the  day.     The  sales  slips  are  taken 

off  the  spindle  file  and  summarized  as  follows : 

6  pairs  Men's  Black  Oxfords @  $7.50 

5  pairs  Men's  Tan  Oxfords @     6.50 

4  pairs  Men's  Vici  Oxfords @  ,  6.95 

12  pairs  Women's  Calf  Oxfords,  Black @     4.95 

5  pairs  Women's  Tan  Pumps @     5.95 

3  pairs  White  Pumps @     5.25 

What  was  the  total  amount  of  business  done  that  day? 


LESSON  3 

THE    OPERATIONS   OF    DEPARTMENT   STORES    AND 
WHOLESALE  CONCERNS 

The  Department  Store 

Problem  1.  The  National  Department  Store,  located  near 
Charles  Turner's  shoe  store,  has  thirty-six  separate  selling  departments. 
Charles  Turner  has  but  one  selling  department.  How  do  the  problems 
involved  in  the  operation  of  the  department  store  compare  with  those 
of  the  retail  shoe  store? 

You  will  find  the  basic  activities  of  both  concerns  to  be 
practically  the  same,  except  that  the  activities  of  the  former 
will  be  on  a  larger  scale  and  somewhat  more  complicated. 
Let  us  follow  in  detail  the  activities  carried  on  by  the  Na- 
tional Department  Store. 

The  problem  of  ordering  and  buying  is  larger  and  more 
complex  than  in  the  retail  shoe  store.  Merchandise  must 
be  ordered  and  bought  for  each  of  thirty-six  departments, 
each  of  which  sells  a  different  commodity.  Merchan- 
dise is  purchased  for  each  department  by  a  separate  buyer, 
and  the  entire  buying  activity  of  the  store  is  supervised  by 
a  general  merchandising  manager.  Certain  department 
stores  control  the  "buying"  for  the  entire  store  througn  a 
Purchasing  Board — generally  a  group  of  the  executives  of 
the  company. 
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The  National  Department  Store  has  one  large  central  re- 
ceiving department  in  which  goods  ordered  by  the  buyers  of 
the  thirty-six  departments  are  received  and  checked.  Why 
is  this  central  receiving  department  more  advisable  than 
thirty-six  separate  receiving  departments? 

Each  department  has  its  own  staff  of  sales  clerks,  whose 
work  is  supervised  by  section  managers.  All  merchandise 
to  be  delivered  to  customers  is  sent  to  another  central  de- 
partment, the  shipping  or  traffic  department,  which  handles 
all  deliveries.  The  National  has  its  own  delivery  service, 
and  all  the  delivery  equipment  owned  by  the  company  is 
kept  in  the  store's  own  garages. 

The  entire  top  floor  of  the  store  is  devoted  to  the  keeping 
of  records,  the  payment  of  bills  for  merchandise  and  serv- 
ices, and  the  executive  activities.  Here  cash  receipts  are 
recorded;  bills  and  invoices  are  received;  checks  for  mer- 
chandise, salaries,  and  expenses  are  issued;  stock  control 
records  are  compiled;  and  records  of  every  kind  are  filed. 
These  activities  take  place  in  the  various  department  offices 
which  are  all  on  this  floor.  Here  again  the  store  finds  it 
convenient  to  centralize  control  of  the  basic  activities. 

All  the  departments  of  the  store,  whether  of  selling,  serv- 
ice, or  management,  are  under  the  supervision  of  a  central 
board  of  managers,  all  of  whom  are  responsible  to  the 
store's  general  manager. 

Methods  of  Buying  and  Selling  Used  by  Different  Department 
Stores 

Problem  2.  The  National  Department  Store  has  "cash"  and 
"charge"  customers.  The  Progressive  Department  Store  sells  for  cash 
only.  The  former  has  a  very  liberal  policy  in  the  matter  of  goods 
returned  by  customers;  the  latter  restricts  returns.  The  National  De- 
partment Store  buys  largely  on  credit,  while  the  Progressive  Depart- 
ment Store  buys  chiefly  for  cash.  How  do  the  different  methods  of 
buying  and  selling  affect  the  activities  in  each  store? 

Since  the  National  Department  Store  has  "charge"  cus- 
tomers in  addition  to  "cash"  customers,  the  record-keeping 
will  be  more  involved  than  in  the  Progressive  Department 
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Store.  The  former  must  keep  personal  accounts  of  all  goods 
sold  on  charge,  while  the  latter  need  only  to  record  cash 
sales.  The  two  other  differences  in  method  mentioned  also 
affect  basic  activities.  How?  Work  out  other  points  of 
difference  in  buying  and  selling  policies  practiced  in  differ- 
ent department  stores. 

The  Wholesale  Concern 

Problem  3.  A  salesman  of  the  Superior  Hosiery  Company,  a 
wholesale  hosiery  concern,  interviews  the  buyer  of  the  Men's  Furnish- 
ings Department  of  the  National  Department  Store,  who  gives  him  an 
order  for  200  dozen  men's  hose  assorted  as  per  sample.  The  goods 
are  sold  on  credit.  Show  from  this  business  situation  that  the  nine 
basic  activities,  demonstrated  in  Lesson  2,  are  the  same  for  the  whole- 
saler as  for  the  retailer. 

The  Superior  Hosiery  Company  employs  outside  sales- 
men instead  of  sales  clerks,  but  it  is,  nevertheless,  still  en- 
gaged in  selling  goods.  It  is  naturally  obliged  to  order, 
buy,  receive,  and  stock  merchandise  to  fill  the  orders  of  the 
National  Department  Store,  as  well  as  the  orders  of  other 
customers.  Records  of  purchases,  sales,  and  other  matters 
must  be  filed.  Goods  sold  to  the  National  Department 
Store,  and  to  others,  have  to  be  shipped.  Payment  is  made 
for  goods  bought,  and  payment  received  for  goods  sold.  All 
these  activities  require  proper  management.  The  whole- 
sale concern  may  buy  its  stock  in  very  large  quantities  from 
the  manufacturer,  but  the  need  of  all  nine  basic  activities 
still  remains.  In  later  units,  the  detailed  study  of  the  nine 
basic  activities  will  make  still  clearer  how  wholesale  and 
retail  concerns  carry  on  more  or  less  the  same  basic 
activities. 

Summary 

A  department  store  operates  its  basic  business  activities 
by  departments.  There  are  a  varied  number  of  department 
shops  that  buy  and  sell  goods.  Central  departments  are 
needed  for  receiving  and  placing  goods  in  stock,  shipping, 
paying,  recording,  filing,  and  managing.  Various  methods 
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of  buying  and  selling  are  found  in  department  stores.    Poli- 
cies differ,  naturally. 

Wholesale  concerns  have  outside  salesmen,  sell  for  credit 
in  large  quantities,  and  buy  in  much  larger  quantities  in 
proportion  to  their  needs  than  do  retailers.  All  trading 
concerns  carry  on  the  nine  basic  activities  listed  in  the  pre- 
vious lesson. 

Business  Vocabulary 

previous  liberal  garages 

supervised  mentioned  convenient 

supervision  separate  differences 

managing  central  assorted 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  Walter  G.  Brand  opens  a  retail  hardware  store.    He  spends 
$1600.00  for  stock,  $100.00  for  supplies,  and  $300.00  for  equip- 
ment. 

(a)  What  is  the  total  amount  spent? 

(b)  What  per  cent  of  the  total  is  spent  for  merchandise,  for 
supplies,  for  equipment? 

(c)  How  will  the  per  cents  check? 

2.  A  retail  shoe  dealer  orders  four  dozen  pairs  of  shoes,  dis- 
tributed as  follows : 

Size    4      4^        s         sy2       6      6y2       7 

Quantity    4        8        12        10        6        4        4 

(a)  Check  to  see   if  the   correct  number  of  pairs  has  been 
ordered. 

(b)  What  per  cent  of  the  total  is  included  in  sizes  4V2,  5,  and 
5V2? 

GROUP  II 

1.  Why   will  the   management  of  the   National   Department 
Store  find  it  necessary  to  ascertain  more  about  its  legal  rights 
and  obligations  than  Charles  Turner,  who  is  a  retail  shoe  mer- 
chant?   Why  do  the  two  retail  stores  have  common  legal  prob- 
lems? 

2.  A  salesman  of  the  Superior  Hosiery  Company  persuades  a 
customer  to  buy  a  much  larger  quantity  of  a  certain  style  than 
the  customer  thinks  wise.    Later  the  customer  finds  that  he  can- 
not sell  a  large  part  of  it.    Is  the  customer  able  to  return  unsold 
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goods?     Why?     What  responsibility  has  the  salesman   to  the 
customer? 

3.  Department  stores  often  permit  customers  to  return  pur- 
chased merchandise  although  not  obliged  to  do  so  by  law.    What 
business  policy  is  back  of  this  practice? 

4.  If  possible,  visit  a  nearby  department  store.   Near  the  ele- 
vators you  will  find  a  store  directory.     List  the  selling  and  all 
other  departments  given. 

5.  The  National  Department  Store   (Problem  1  of  this  les- 
son) runs  frequent  "sales."     The  Unity  Department  Store  runs 
semi-annual  "sales"  only.     What  are  the  effects  of  the  two  dif- 
ferent policies  on  the  activities  of  each  store? 

6.  Here  are  the  Comparative  Weekly  Sales  in  three  depart- 
ments of  the  National  Department  Store  for  the  month  ending 
February  28,  193-. 

Week         Haberdashery     Men's  Clothing     Men's  Shoes  Total 

1  $  758.25  $3875.50   *         $1260.50  

2  1965.32  1560.25  1355.40  

3  1754.47  1735.20  1740.35  

4  1473.62  1834.65  1925.75  

(a)  Find  the  total  sales  in  the  three  combined  departments 
during  each  week. 

(b)  Find  the  total  sales  during  the  month  in  each  of  the  three 
departments. 

(c)  Prove  your  answers. 


LESSON  4 
SERVICES  AND  PROFIT 

To  satisfy  customers,  all  trading  concerns  must  consider 
carefully  the  questions  of  service  and  profit.  Let  us  again 
follow  Mr.  Turner  as  he  operates  his  shoe  store  and  observe 
how  he  deals  with  the  two  questions. 

A  Successful  Retail  Business 

Problem  1.  Mr.  Turner  has  now  been  in  the  retail  shoe  business 
for  a  number  of  years.  Each  year  he  has  been  obliged  to  enlarge  his 
store,  so  that  he  now  occupies  nearly  three  times  his  original  space. 
What  has  helped  him  to  make  his  business  a  success? 
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The  answer  is  found  in  the  following  facts.  The  quality 
of  the  merchandise  Mr.  Turner  sold  was  superior,  and  the 
prices  were,  at  the  same  time,  reasonable.  Satisfactory 
service  was  given  to  customers  through  courteous  and 
prompt  attention  on  the  part  of  the  sales  clerks  and  other 
employees  of  the  store.  There  was  no  misrepresentation 
of  merchandise,  and  customers  were  fairly  treated  at  all 
times.  The  superior  quality  of  the  goods  sold  was  insured 
by  the  careful  selection  and  examination  of  all  merchandise 
bought,  and  by  dealing  solely  with  reliable  wholesalers. 
Reasonable  prices  were  made  possible  by  wise,  efficient  buy- 
ing and  by  capable  management. 

Cost  of  Basic  Activities  and  Profit  Figured  on  Cost 

Problem  2.  Mr.  Turner  sold  a  great  many  shoes  of  various  styles 
each  year.  His  prices  were  reasonable.  How  did  he  fix  his  selling 
prices? 

Mr.  Turner  puts  two  new  style  numbers  in  stock  at  the 
beginning  of  a  Fall  season.  In  style  No.  58,  men's  black 
calf  Oxfords,  the  cost  of  the  shoes,  as  charged  by  the  Em- 
pire Shoe  Company,  is  $3.60  a  pair.  Charles  Turner  calcu- 
lates from  past  experience  and  from  tabulated  records  that 
the  cost  of  his  business  operations  (sometimes  called  cost 
of  "running  the  business,"  or  "overhead")  is  50%  of  the 
cost  of  the  shoes,  or  $1.80  (Vs  of  $3.60).  Similarly  he  es- 
timates that  16  2/3%  of  the  cost  of  the  shoes,  or  $.60,  should 
be  added  to  the  price  as  profit.  This  margin  of  profit  he 
considers  fair  both  to  his  customer  and  to  himself.  To  find 
his  final  selling  price  he  adds  $3.60,  $1.80,  and  $.60,  which 
gives  him  $6.00  a  pair  as  the  price  at  which  to  sell  style 
No.  58. 

The  solution  worked  out  on  paper  looks  like  this : 

Cost  of  goods  sold ...$3.60 

Cost  of  business  operations  or  over- 
head (50%  of  $3.60,  cost) 1.80 

Profit  (162/3%  of  $3.60,  cost) 60 

Selling  Price  or  Marked  Price $6.00 


40     OUR    DAILY   CONTACTS   WITH   BUSINESS 

In  finding  the  selling  price  of  style  No.  250,  a  ladies'  black 
vici  pump,  $4.20  is  included  as  the  cost  of  the  shoe  as 
charged  to  Mr.  Turner  by  the  wholesaler;  50%  of  the  cost, 
or  $2.10  is  the  cost  of  the  operating  activities ;  and  16  2/3% 
of  the  cost  of  the  shoe,  or  $.70,  is  profit.  By  taking  the  sum 
of  $4.20,  $2.10,  and  $.70,  Charles  Turner  arrives  at  the  sell- 
ing price  of  style  No.  250,  which  is  $7.00. 

Worked  out  on  paper,  Mr.  Turner's  computations  for 
style  No.  250  look  like  this : 

Cost  of  goods  sold $4.20 

Cost  of  business  operations  or  over- 
head (50%  of  $4.20) 2.10 

Profit  (16  2/3%  of  $4.20) .70 

Selling  Price  ......$7.00 

After  having  calculated  the  selling  prices  for  a  great 
many  styles  of  shoes,  Charles  Turner  has  become  so  fa- 
miliar with  the  per  cents  involved  that  he  is  able  to  work 
in  this  order : 

Cost $4.20 

Overhead 2.10 

Profit .70 

Selling  Price $7.00 

From  these  two  instances  you  can  see  that  the  selling 
price  includes  three  elements:  (1)  the  cost  of  the  goods  to 
Charles  Turner,  which  is  called  the  cost  of  goods  sold;  (2) 
the  cost  of  his  business  operations,  frequently  called  over- 
head; (3)  the  return  to  Charles  Turner  for  his  investment 
in  and  services  to  the  business,  known  as  profit. 

Wholesale  concerns  have  a  similar  method  of  fixing  the 
.selling  prices  of  the  goods  they  sell.  For  example,  the  Em- 
pire Shoe  Company,  in  charging  Charles  Turner  $3.60  per 
pair  for  style  No.  58,  included  in  their  selling  price  the  same 
three  elements:  cost  of  goods,  cost  of  business  activities 
(overhead),  and  profit. 
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Cast  of  Basic  Activities  and  Profit  Figured  on  Selling  Price 

Up  to  this  time  we  have  explained  that  every  dollar  re- 
ceived by  trading  concerns  is  divided  into  three  elements, 
and  that  the  two  elements:  cost  of  basic  activities  and 
profit  may  be  estimated  as  certain  per  cents  of  the  third 
element :  the  cost  of  goods  sold.  However,  from  the  stand- 
point of  efficient  management,  business  people  prefer  to 
base  the  three  elements  of  cost  of  goods  sold,  of  cost  of 
basic  activities,  and  of  profit,  on  sales  instead  of  on  cost. 


Sales  Dollar  of  John  Peters  Company 

Distributed:   1.   Cost  of  Goods,  2.  Cost  of  Basic  Activities,  3.  Profit. 

Above  is  an  illustration,  in  the  form  of  a  graph,  of  the  distribution 
of  the  sales  dollar  in  the  John  Peters  Company,  a  concern  engaged  in 
selling  retail  clothing,  shoes,  hats,  and  haberdashery.  This  graph 
shows  its  customers  how  every  sales  dollar  is  distributed  into  1.  Cost 
of  Goods,  2.  Cost  of  Basic  Activities,  3.  Profit,  and  the  relative  part 
of  the  sales  dollar  that  each  of  the  three  elements  includes. 
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Other  forms  of  graphs  are  often  used  by  advertising 
men  and  accountants  to  picture  the  results  found  from 
keeping  records  of  all  the  business  transactions  of  a  con- 
cern during  a  given  period  of  time.  Often  profit  and  cost 
of  business  activities  are  based  on  total  sales  instead  of 
on  the  total  cost  of  goods  sold. 

Summary 

Stores  are  operated  to  earn  a  reasonable  profit  for  their 
proprietors  and  to  give  service  to  customers.  The  income 
from  sales  includes  cost  of  goods  sold,  cost  of  business  ac- 
tivities, and  profit.  The  profit  and  the  cost  of  business 
activities  may  be  based  on  the  original  cost  of  goods  sold, 
or  on  the  selling  price. 

Business  Vocabulary 

misrepresentation  overhead 

reliable  solution 

capable  determine 

experience  commercial 
investment 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  Find  the  selling  price  of  each  of  the  following  styles  of 
shoes : 

Cost  of  Cost  of  Selling 

Style  No.         Goods  Sold         Overhead  Profit  Price 

109  $3.00  $1.50  $  .50  

248  4.20  2.10  .70  

296  2.40  1.20  .40  

306  5.40  2.70  .90  

307  6.60  3.30  1.10 

2.  A  shoe  concern  calculated   its  overhead   costs  as  66%% 
and  its  profit  as  l2l/2%  of  the  cost  of  goods  sold.    Three  styles 
of  shoes  have  an  original  cost  of  goods  of  $2.40,  $3.60,  and  $6.00 
respectively.    Find  for  each  style :  (a)  the  cost  of  business  activ- 
ities, (b)  the  profit,  (c)  the  selling  price. 

3.  A  local  retail  store  estimates  as  60%  of  its  selling  price 
the  cost  of  goods  sold,  as  30%,  the  cost  of  operating  expenses,  and 
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10%  as  profit.  In  each  of  the  following  sales  prices,  find  (a)  the 
cost  of  goods  sold,  (b)  the  cost  of  the  operating  expenses,  and 
(c)  the  profit:  Shirts  sold  for  $2.50 

Pajamas    sold  for     2.00 

Socks         sold  for       .50 

Gloves        sold  for     5.00 

GROUP  II 

1.  A  wholesaler  and  a  retailer  had  a  dispute  about  the  price 
at  which  goods  ordered,  shipped,  and  received,  were  sold.   What 
did  each  party  claim?    How  could  the  dispute  have  been  avoided? 
What  will  legally  determine  the  selling  price? 

2.  A  city  levies  a  sales  tax  of  two  per  cent  on  gross  retail 
sales.  Why  will  every  retailer  in  that  city  be  required  by  the  law 
of  the  city  to  keep  an  accurate  record  of  sales?   For  what  other 
reasons  is  it  important  for  retailers  to  keep  a  record  of  their 
sales  for  the  year? 

3.  What  does  it  mean  when  you  say  of  a  retailer  that  he 
"stands  back"  of  his  merchandise?    Illustrate. 

4.  A  new  grocery  store  opens  in  the  locality  and  in  its  win- 
dows advertises  remarkable  bargains.    Some  of  the  advertised 
articles  are  sold  at  cost,  or  even  below  cost.    Why  should  cus- 
tomers of  stores  already  established  in  the  neighborhood  hesitate 
to  buy  at  the  new  store  ? 

5.  Below  you   will  find  the  cost  of  each  of  five   styles   of 
shoes.    The  cost  of  business  operations  (overhead)  is  50%,  and 
the  profit,  16%%  of  the  cost  of  the  shoes.     Find  in  each  case 
(a)  the  cost  of  the  business  activities,   (b)   the  net  profit,  and 
(c)  the  selling  price. 

Cost  of     Cost  of  Business  Selling 

Style  No.  Shoes  Operations          Net  Profit  Price 

565  $2.70  

472  5.10  

324  3.90  

615  2.25  

710  4.50  

6.  The  John  Peters  Company  bases  the  cost  of  goods  sold,  the 
cost  of  basic  activities,  and  the  profit,  on  the  selling  price,  using 
the  following  per  cents  respectively:  60%,  30%,  10%.    Find  the 
amount  of  each  of  the  three  elements  in  each  of  the  following 
articles:  Suits  sold  at  $32.00  apiece, 

Dress  suits  sold  at  $35.00  apiece, 
Shoes  sold  at  $9.00  a  pair. 


UNIT  III 
THE  MINOR  OFFICE  ACTIVITIES 

LESSON  1 
THE  CARE  OF  THE  OFFICE;  GREETING  CALLERS 

The  daily  business  contacts  of  consumers  with  business 
agencies,  the  contacts  of  business  agencies  with  each  other, 
and  the  basic  activities  of  business  organizations  arising 
from  these  daily  contacts,  were  described  in  a  general  way 
in  Units  I  and  II.  A  more  detailed  examination  and  study 
of  the  basic  activities  of  business  will  result  in  a  clearer 
and  more  complete  understanding  of  our  major  topic. 

The  business  activities  and  contacts  will  be  analyzed  in 
Units  III  to  XIII  inclusive  according  to  the  following  plan : 
One  or  more  of  the  activities  will  be  observed  carefully  as 
they  are  carried  out  in  a  typical  business  organization ;  in 
one,  the  activities  relating  to  office  routine  will  be  followed ; 
in  a  second,  the  mailing  activity;  in  a  third,  the  filing;  in 
a  fourth,  the  buying  and  selling;  in  a  fifth,  the  methods  of 
paying  employees;  in  a  sixth,  the  ways  of  handling  cash. 
It  must  be  kept  in  mind  that  while  one  particular  phase  of 
business  activity  in  an  organization  is  being  examined,  all 
others  are  functioning  at  the  same  time.  The  ways  in 
which  the  basic  activities  are  carried  out  may  be  found  to 
vary  somewhat  in  detail  in  each  concern,  but  fundamen- 
tally they  will  be  seen  to  be  the  same  in  every  organization. 

In  every  business  office  there  are  a  number  of  routine 
tasks  and  operations  which  must  be  performed,  and  which 
are  necessary  to  the  efficient  functioning  of  that  office.  They 
are  called  the  minor  office  activities.  These  activities  are 
the  care  of  the  office,  the  greeting  of  callers,  the  delivering 
of  messages  and  packages  to  places  both  inside  and  outside 
the  office,  the  running  of  other  errands,  and  the  perform- 
ance of  such  familiar  simple  activities  as  sharpening  pen- 
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cils,  counting  papers  and  cards,  etc.  In  this  and  the 
following  lessons  of  the  present  unit  we  will  go  into  all  of 
of  these  in  some  detail. 

Care  of  the  Office 

At  the  start  of  the  business  day  a  number  of  details 
concerning  the  appearance,  equipment,  and  physical  condi- 
tion of  the  office  must  be  attended  to  immediately.  Some 
of  these  should  occur  to  us  readily,  as,  for  example,  the 
proper  ventilation  of  the  office,  the  replenishing  of  supplies, 
etc.  Loose  papers  on  tables  and  desks  are  to  be  cleared 
away.  What  common  sense  must  be  used  in  doing  this? 

These  things  just  mentioned,  and  still  others,  are  taken 
care  of  by  the  general  office  clerk.  In  the  modern  office 
why  is  the  general  office  clerk  not  expected  to  do  the  actual 
sweeping  and  cleaning? 


Photo  by  Ewing  Galloway 

Information  Desk — Greeting  Callers 
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Greeting  Callers 

The  illustration  on  page  45  shows  the  entrance  of  an  office. 
Note  therein  the  position  of  the  "Information"  desk.  This  is 
generally  in  charge  of  an  office  clerk  who  is  called  the 
"receptionist."  Callers  at  the  office  will  approach  this  desk 
immediately  upon  entrance  to  make  inquiries  of  all  kinds. 
Most  of  the  callers  will  ask  to  see  various  members  of  the 
staff  on  some  business  matters.  The  receptionist  will  greet 
all  callers,  answer  their  questions,  discover  what  the  exact 
purposes  of  their  calls  are,  and  direct  them,  if  necessary,  to 
executives  or  members  of  the  staff. 

The  following  problem  shows  several  of  the  typical  sit- 
uations that  occur  in  a  business  office  in  the  matter  of 
greeting  callers: 

Problem  1.  Carter,  Jones,  and  Brown  is  a  firm  of  attorneys,  lo- 
cated at  1420  Broadway,  New  York  City.  On  a  Monday  morning 
between  nine  and  ten  o'clock  four  callers  appear  at  the  office.  What 
does  each  caller  desire  and  how  is  he  taken  care  of? 

Caller  No.  1.  A  salesman  from  a  printing  concern  calls 
at  9:15  to  see  Mr.  Carter  about  the  printing  of  the  firm's 
cards  and  stationery.  Mr.  Carter  is  not  expected  in  before 
ten  o'clock. 

The  receptionist  may  tell  this  caller  that  Mr.  Carter  will 
not  be  in  before  ten  o'clock,  or  that  Mr.  Carter  will  not  be 
interested.  Under  what  circumstances  would  the  caller  re- 
ceive one  or  the  other  of  the  answers?  In  no  case  will  he 
be  advised  to  wait  until  Mr.  Carter  arrives.  Why?  Under 
what  circumstances  would  the  salesman  receive  a  reply 
like  this:  "Call  again,  please,  when  Mr.  Carter  is  in"? 
Why  would  the  salesman  not  be  referred  to  another  exec- 
utive or  employee  of  the  firm? 

Caller  No.  2.  A  delivery  clerk  from  a  department  store 
arrives  at  9 :20  with  a  C.O.D.  package  for  Mr.  Jones.  The 
latter  is  not  expected  in  the  office  until  three  in  the  after- 
noon and  has  left  no  instructions.  Mr.  Brown,  however,  is 
in  at  the  time. 
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The  receptionist  will  tell  the  caller  to  see  Mr.  Brown,  and 
will  direct  him  to  the  latter's  office.  Why  is  it  best  for  the 
receptionist  to  refer  the  matter  to  Mr.  Brown? 

Caller  No.  3.  At  9:30  a  client  of  the  firm  calls  to  speak 
to  Mr.  Carter  personally  about  a  very  important  matter. 

The  client  may  be  asked  if  he  cares  to  see  Mr.  Brown 
instead.  Upon  his  refusal  why  will  it  be  necessary  either  to 
arrange  to  have  Mr.  Carter  telephone  the  client  imme- 
diately upon  his  arrival  at  the  office,  or  to  make  a  complete 
record  or  memorandum  of  the  visit  for  Mr.  Carter? 

Caller  No.  4.  A  salesman  calls  at  9 :40  and  explains  that 
he  has  an  appointment  with  Mr.  Brown  regarding  the  pur- 
chase of  a  mimeograph  machine.  Mr.  Brown  is  busy  at 
the  moment. 

The  receptionist  learns  upon  inquiring  from  Mr.  Brown's 
secretary  that  the  salesman's  appointment  is  for  9:40. 
What  statement  will  the  clerk  make  to  this  caller? 

Types  of  Office  Clerks 

As  we  come  to  other  minor  office  activities,  we  shall  find 
that  clerks  other  than  the  general  office  clerk  and  recep- 
tionist may  be  assigned  to  them.  Some  clerks,  often  called 
inside  messenger  boys,  may  be  asked  to  carry  oral  or  writ- 
ten messages,  or  papers,  from  one  business  department  to 
another — for  example,  from  any  department  to  the  filing 
department;  or  the  clerk  who  has  been  called  may  be  as- 
signed some  special  task  within  the  particular  executive's 
department.  Cosh  or  call  boys  or  girls  in  a  department  store 
carry  messages  or  packages  from  one  department  to  an- 
other. Why  may  they  be  called  special  inside  office  clerks  ? 

Some  business  offices  have  a  "call  box"  or  signal  system 
installed  by  means  of  which  clerks  are  summoned  to  per- 
form service  in  one  or  more  departments.  When  the  bell  or 
buzzer  sounds,  the  clerk  signaled,  or  the  one  whose  turn  it 
is  to  answer  the  call,  goes  to  the  desk  of  the  executive  who 
rang.  Each  executive  uses  a  different  series  or  number  of 
rings  by  which  the  origin  of  the  call  is  recognized.  What 
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are  some  of  the  services  that  may  be  required  of  these 
special  inside  office  clerks? 

A  very  important  minor  office  activity  in  business  offices 
is  the  sending  of  messages  or  packages  to  places  outside 
the  office.  This  errand  is  performed  by  the  special  outside 
office  clerks.  Why  are  errand  boys  and  the  outside  messen- 
ger boys  of  telegraph  companies  included  in  this  class  ? 

Summary 

Among  the  minor  activities  of  a  business  office  are  the 
care  of  the  office  itself  with  its  equipment  and  supplies,  and 
the  greeting  of  callers.  Various  activities,  both  inside  and 
outside  the  office,  are  performed  by  general  office  clerks. 
The  greeting  of  callers  is  done  by  the  receptionist.  Inside 
activities,  such  as  carrying  messages  and  papers  from  one 
department  to  another,  are  in  the  hands  of  special  inside 
office  clerks  (inside  messenger  boys).  This  latter  class  in- 
cludes cash  or  call  boys  in  department  stores.  Activities 
such  as  delivering  messages  or  packages  from  the  office  to 
outside  places  are  assigned  to  special  outside  office  clerks, 
often  called  errand  boys  or  outside  messenger  boys. 

Business  Vocabulary 

thorough  receptionist  arrival 

succeeding  executives  installed 

basically  referred  replenished 

miscellaneous  refusal  assignment 

ADDITIONAL  PROBLEMS  AND   SITUATIONS 

GROUP  I 

1.  The  articles  listed  in  column  1  below  have  just  been  stocked 
by  the  National  Sporting  Goods  Co.  On  the  basis  of  the  known 
and  estimated  costs  given  in  the  next  three  columns,  find  out 
what  selling  price  the  manager  will  fix  for  each  article. 

Article  Cost  of  Goods  Overhead  Profit    Selling  Price 

Tennis  Rackets                $  4.00  $2.40  $1.60         

Croquet  Sets                        6.25  3.75           2.50 

Tennis  Nets                          7.50  4.50           3.00         

Golf  Sets                             12.25  7.35           4.90 
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2.  Robert  Clark,  an  office  clerk,  was  sent  to  purchase  the  fol- 
lowing supplies.  Knowing  beforehand  the  prices  given  below, 
what  amount  of  money  is  Robert  to  request  for  the  complete 
purchase  of: 

8  pkgs.  Mimeograph  paper,  9"xl4"  white  @  2  packages  for  75c 
24  Pencils  @  2  for  5c 
12  Desk  blotters  @  3  for  8c 
8  Desk  trays  @  2  for  25c 
12  Bottles  of  ink  @  2  for  17c 

GROUP  II 

1.  An  act  of  an  employee — even  an  office  clerk — can  under 
certain  conditions  be  binding  upon  his  employer.    Why  does  this 
make  it  necessary  for  an  office  clerk  to  refer  every  important 
matter  to  a  superior? 

2.  The     general  office  clerk,  acting  as  an  information  clerk 
or  receptionist,  meets  many  callers.     What  opportunities  has  he 
to  show  tact,  courtesy,  and  patience? 

3.  The  general  office  clerk  hears  many  things  about  his  firm 
and  their  clients.     What   should   be  his   attitude   towards  this 
information?     What  do  loyalty  and  faithfulness  mean  in  this 
respect? 

4.  Prepare  a  dramatization  based  upon  the  following  situa- 
tion occurring  in  the  office   of  Carter,  Jones,  and  Brown:     A 
caller,  a  personal  friend  of  Mr.  Carter,  has  just  returned  from 
a  trip  to  the  South,  and  has  come  in  to  greet  Mr.  Carter.     Mr. 
Carter  has  left  just  a  few  minutes  ago,  and  is  on  his  way  to 
the  office  of  Davis  and  Stern,  a  neighboring  firm  of  lawyers.    On 
leaving,  Mr.  Carter  stated  that  he  would  be  in  conference  with 
Mr.  Davis  for  about  two  hours,  but  could  be  reached,  if  neces- 
sary, at  DEwey  9-6558.    Your  dramatization  should  illustrate 
the  conversation   that  takes  place  between   the   clerk  and  the 
caller,  and  should  indicate  clearly  the  method  the  clerk  used  in 
meeting  the  situation. 

5.  Each  of  the  following  situations  is  presented  to  the  student 
office  clerk  in  the  office  of  a  school.    Explain  what  action  he  will 
take  with  each  caller. 

Caller  1.  A  canvasser  from  a  monthly  magazine  wishes  to  in- 
terest the*  teachers  of  the  school  in  a  special  subscription  offer. 

Caller  2.  A  parent  of  a  student  asks  to  see  Mr.  Edward  Jason, 
the  assistant  principal,  who  is  out  to  lunch.  He  wishes  Mr. 
Jason  to  give  him  some  information  about  his  son's  report  card 
marks. 
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Caller  3.  A  salesman  has  a  letter  of  introduction  to  Mr.  Mc- 
Donald, the  football  coach,  and  desires  to  present  the  letter  to 
him  personally.  Mr.  McDonald  has  not  yet  arrived. 

Caller  4.  An  express  company  driver  appears  with  a  package 
for  Miss  Pierce,  the  school  cafeteria  manager,  on  which  there  is 
an  express  charge  of  $1.75.  Miss  Pierce  is  in  her  office. 


LESSON  2 
HANDLING  TELEPHONE  CALLS 

In  the  last  lesson  we  observed  two  office  activities:  (1) 
the  care  of  the  office  itself  and  (2)  the  greeting  of  callers. 
Now  we  approach  a  third  and  equally  important  activity. 

Telephone  calls  continue  to  be  made  and  received  during 
the  temporary  absences  of  the  regular  telephone  operator. 
Why  may  the  general  office  clerk  be  asked  to  take  charge 
of  the  telephone  until  the  operator  returns?  What  situa- 
tions can  arise  in  the  use  of  the  telephone  and  how  are 
they  met? 

Receiving  Telephone  Calls;  the  "While  You  Were  Out"  Slip 

The  following  telephone  calls  are  received  at  the  office 
of  Carter,  Jones,  and  Brown  between  twelve  and  one,  the 
lunch  hour  of  the  opera- 
tor regularly  in  charge 
of  the  telephone.  They 
are  handled  by  the  gen- 
eral office  clerk : 


Incoming  Call  No.  1. 
The  telephone  rings ; 
upon  picking  up  the  re- 
ceiver the  general  office 
clerk  learns  that  the  sec- 
retary of  Mr.  Thomas 
Larkin,  a  lawyer,  is  calling  Mr.  Brown  for  her  employer. 


"While  You  Were  Out"  Slip 
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The  clerk  replies  that  Mr.  Brown  is  out  at  the  moment. 
Why  should  the  clerk  not  end  the  conversation  at  this 
point  ? 

On  his  return  to  the  office,  Mr.  Brown  must  be  informed 
of  the  call  and  its  important  details.  Therefore,  while 
speaking,  the  clerk  reaches  for  a  pad  of  what  are  called 
"While  You  Were  Out"  slips.  On  one  of  the  slips  he  pro- 
ceeds to  put  down  item  for  item  all  the  information  shown 
in  the  filled-out  form  on  page  50.  Observe  that  the  complete 
memorandum  includes  the  following  data: 

a.  The  date  and  exact  time  at  which  the  telephone  call 
was  received. 

b.  The   name,  address,  and   telephone    number   of   the 
caller. 

c.  A  summary  statement  of  what  the  caller  wishes. 

d.  A  summary  statement  of  what  is  promised  by  the  of- 
fice clerk  to  the  caller. 

When  the  memorandum  has  been  completed,  it  is  read 
back  to  the  caller.  Why  is  this  done?  The  memorandum 
is  then  placed  on  Mr.  Brown's  desk.  Why? 

Incoming  Call  No.  2.  Mr.  Scott,  chairman  of  the  Citi- 
zens' Relief  Committee,  wishes  to  speak  to  Mr.  Carter.  Mr. 
Carter  is  in  his  office  but  at  the  time  is  busy  on  another 
wire.  How  does  the  office  clerk  meet  this  situation? 

He  informs  Mr.  Scott  that  Mr.  Carter  is  busy  on  another 
wire  and  asks  him  to  "hold  the  line."  As  soon  as  Mr.  Car- 
ter finishes  talking  on  the  other  wire,  he  is  told  of  Mr. 
Scott's  call  and  connected  with  the  latter  at  once.  If  Mr. 
Carter  should  be  held  on  the  other  wire  for  a  great  length 
of  time,  why  might  it  become  necessary  to  prepare  a  mem- 
orandum of  this  call  too? 

Incoming  Call  No.  3.  A  salesman  of  the  Atlas  Printing 
Company  calls  to  find  out  if  the  "copy"  of  the  letterhead 
sent  by  mail  for  approval  has  been  accepted  by  Mr.  Jones. 
The  salesman  asks  that  the  "copy,"  when  approved  and 
returned,  be  signed  by  one  of  the  members  of  the  firm. 
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Mr.  Jones,  who  usually  takes  charge  of  such  matters,  is 
at  court  and  will  not  return  until  late  in  the  afternoon. 
How  does  the  office  clerk  proceed  with  this  call? 

After  advising  the  salesman  that  he  will  have  Mr.  Jones 
call  him  back  if  he  returns  before  five  o'clock,  or  the  next 
day  if  he  returns  later  than  five,  the  clerk  fills  out  a  "While 
You  Were  Out"  slip  with  all  the  relevant  information. 

Note  that  it  is  advisable  to  have  the  signature  of  a  mem- 
ber of  the  firm  to  all  contracts  in  order  that  there  be  no 
dispute  as  to  any  of  their  terms.  However,  in  cases  such 
as  the  one  above,  were  Mr.  Jones  to  talk  over  the  telephone 
to  the  representative  of  the  printing  company  and  express 
his  approval  of  the  copy  submitted,  it  would  be  sufficient 
to  bind  both  parties. 

Making  Telephone  Calls 

The  regular  telephone  operator  of  Carter,  Jones,  and 
Brown  is  excused  at  four  o'clock.  Nevertheless,  between 
that  hour  and  five,  the  closing  time,  telephone  calls  are  still 
to  be  made  and  received.  Three  outgoing  calls,  for  exam- 
ple, are  made  by  the  general  office  clerk  during  that  period 
of  time. 

Outgoing  Call  No.  1.  Mr.  Jones  wishes  to  speak  to  Mr. 
Frank  Wood,  a  client,  and  asks  the  office  clerk  to  call  him 
on  the  telephone.  What  is  done  by  the  office  clerk  in  order 
to  connect  Mr.  Jones  with  Mr.  Wood? 

He  refers  to  the  telephone  number  index  of  clients  and 
finds  that  Mr.  Wood's  telephone  number  is  TRafalgar 
8-3690.  Calling  this  number  he  is  answered  by  Mr.  Wood's 
secretary.  After  identifying  himself  and  making  known 
the  purpose  of  the  call,  he  waits  until  Mr.  Wood  himself 
answers  and  then  transfers  the  call  to  Mr.  Jones. 

Outgoing  Call  No.  2.  Mr.  Brown  having  read  the  memo- 
randum of  Incoming  Call  No.  1,  page  50,  instructs  the  of- 
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fice  clerk  to  reach  Mr.  Larkin  at  EXchange  2-2900.  How 
will  the  way  in  which  Mr.  Larkin  is  called  compare  with 
the  call  made  in  Outgoing  Call  No.  1? 

The  steps  followed  in  calling  Mr.  Larkin  will  not  differ 
from  those  made  in  Outgoing  Call  No.  1,  except  that  there 
will  be  no  necessity  of  referring  to  the  telephone  index. 

Describe  the  steps  in  detail. 

Outgoing  Call  No.  3.  On  his  return  from  court  Mr.  Jones 
reads  the  "While  You  Were  Out"  slip  made  out  as  a  result 
of  Incoming  Call  No.  3.  After  examining  the  printer's 
copy  he  instructs  the  clerk  to  inform  the  printing  concern 
by  telephone  to  proceed  to  print  the  letterheads.  Outline 
the  method  of  handling  this  call. 

1.  The  phone  number  is  found  in  the  index  that  is  kept 
of  the  business  agencies  which  do  work  for  the  firm. 

2.  The  number  is  called  and  the  connection  made. 

3.  As  a  matter  of  courtesy,  the  salesman  who  called  Mr. 
Jones  previously  is  asked  for. 

4.  Mr.  Jones'  message  is  given  to  the  salesman. 

Summary 

In  addition  to  the  activities  mentioned  in  the  last  lesson, 
the  receiving  and  making  of  telephone  calls  is  occasionally 
required  of  the  office  clerk.  On  "While  You  Were  Out" 
slips,  clear,  concise,  and  complete  statements  are  written 
of  all  incoming  phone  calls  for  absent  members  of  the  staff. 
The  name  of  the  party  calling,  his  telephone  number,  the 
message,  the  date  and  hour  of  the  call,  and  other  important 
data  must  be  accurately  recorded. 

Business  Vocabulary 

temporary  secretary  signature 

absence  conversation  necessity 

stenographer  summary  misspell 

lawyer  address 
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ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  The  bookkeeper  of  the  Whiting  Rug  &  Linoleum  Company 
made  out  the  sales  record  below.  At  the  end  of  a  business  day 
he  must  find  out  (a)  the  total  money  volume  of  sales  for  the  day 
in  each  of  the  departments  listed  at  the  top  of  the  columns, 
and  (b)  the  total  money  volume  of  sales  in  all  departments  for 
the  day.  Find  the  totals  for  him.  What  check  does  the  sales 
record  itself  afford  for  your  completed  figures? 

Sales  Record — Whiting  Rug  &  Linoleum  Co.,  March  15,  193- 

Sales  No.  Customer's  Name 

291  Holmes  &  Walsh 

2  S.  X.  Clark 

3  Thomas  Eaton 

4  Walton  Carpet  Co. 

5  The  Eagle  Rug  Co. 

6  Taturn  &  Dawson 

7  Francis  O'Brien 

8  G.  S.  La  Mont 

9  J.  &  F.  Carpet  Co. 

Totals 


Rugs 

Linoleum 

Carpets 

Total 

$365.00 

$  89.70 

$106.50 

$561.20 

48.75 

96.50 

145.25 

275.00 

165.00 

440.00 

296.00 

69.80 

184.50 

550.30 

468.00 

468.00 

105.00 

96.55 

227.30 

428.85 

258.00 

169.00 

427.00 

365.00 

365.00 

165.00 

117.90 

98.00 

380.90 

GROUP  II 

1.  The  firm  of  Carter,  Jones,  and  Brown  have  all  contracts 
between   their  clients  and  other  parties   typewritten  and   then 
signed  by  both  of  the  parties  to  the  contract.   Why  is  this  done? 
Why  is  a  copy  of  each  contract  kept  in  the   files  of  Carter,  Jones, 
and  Brown? 

2.  The  telephone  rings  while  the  office  clerk,  receiving  calls 
at  the  time,  is  in  conversation  with  another  employee.     Why  is 
it  unfair  for  him  to  continue  the  conversation  and  delay  answer- 
ing the  telephone? 

3.  How  can  the  memoranda  of  incoming  calls  filled  out  by  a 
student  acting  as  office  clerk  in  a  departmental  office  give  the 
chairman  a  clue  to  the  intelligence    and    judgment    that    this 
student  has? 

4.  The  following  calls  come  into  the  office  of  Carter,  Jones, 
and  Brown  while  the  office  clerk  is  in  charge  of  the  phone: 

(a)     Mr.  Sprague,  secretary  of  the  Lawyers'  League,  desires 
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to  speak  to  Mr.  Jones.     Mr.  Jones  is  in  his  office  with  a  client. 
What  action  will  the  office  clerk  take? 

(b)  A  client,  John  Watson,  explains  that  he  wishes  to  call 
at  the  office  within  an  hour  to  see  Mr.  Brown.     Mr.  Brown  is 
busy  on  another  wire,  and  Mr.  Watson  cannot  wait.     How  will 
the  office  clerk  handle  this  situation?     If  a  memorandum  is  re- 
quired, show  how  the  office  clerk  would  prepare  it. 

(c)  Charles    Howard,    a    lawyer,    calls    Mr.    Carter    at   one 
o'clock    Mr.  Carter  is  out  and  will  return  to  the  office  at  2:30. 
Mr.  Howard  explains  that  a  contract  mailed  to  Mr.  Carter  has 
not  been  returned  with  the  corrections  agreed  upon.     How  can 
the  general  office  clerk  display  tact  and  judgment  in  handling 
this  call?     Prepare  the  memorandum  to  be  placed  on  Mr.  Car- 
ter's desk.    How  does  the  office  clerk  obtain  the  telephone  num- 
ber of  Mr.  Howard? 

5.  Tell  how  incoming  telephone  calls  are  handled  in  your 
home.  How  does  that  procedure  differ,  if  it  does,  from  that 
followed  in  a  business  office? 


LESSON  3 

LOCATING   AND   REACHING   ADDRESSES— RUNNING 

ERRANDS 

In  the  first  two  lessons  of  this  unit  the  minor  office  ac- 
tivities have  been  confined  to  situations  within  the  office 
itself.  However,  as  explained  in  Lesson  1  of  this  unit, 
there  are  also  situations  that  require  action  outside  the 
office.  These  may  be  summed  up  under  the  one  heading 
of  RUNNING  ERRANDS.  In  this  lesson,  lesson  three,  the 
various  kinds  of  errands  and  the  methods  of  locating  and 
reaching  the  desired  addresses  will  be  explained  in  detail. 

Locating  and  Reaching  Addresses  of  Individuals 

The  errand  most  frequently  required  in  the  office  is  the 
delivery  of  a  message  or  a  package.  The  problem  below 
will  indicate  the  questions  to  be  dealt  with  on  such  an 
errand : 

Problem  1.  At  ten  o'clock  Mr.  Carter,  one  of  the  partners  of 
Carter,  Jones,  and  Brown,  has  ready  three  envelopes  containing  mes- 
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sages  which  must  be  delivered  to  the  following  clients:  Ward  & 
Smythe,  George  P.  Clark  Co.,  and  Roger  &  Blaine.  Three  questions 
arise:  (I)  How  shall  the  addresses  of  the  clients  be 
obtained?  (2)  Where  are  the  three  addresses  lo- 
cated? (3)  How  can  they  be  reached  most  con- 
veniently from  the  office?  (Note:  The  office  is  lo- 
cated in  New  York  City,  at  1440  Broadway  between 
West  40th  and  West  41st  Streets,  while  the  offices 
of  the  three  clients  are  at  different  places.) 

It  is  assumed  that  the  office  is  supplied 
with  the  following  directories  and  maps  to 
help  in  finding  the  information  needed  be- 
fore the  errands  can  be  actually  started:  (1) 
the  telephone  directory  or  the  stenographer's 
telephone  index,  if  complete;  (2)  the  street 
directory;  (3)  subway  and  elevated  railway 
maps;  (4)  city  maps. 

1.  The  telephone  directory  is  consulted  to 
obtain  the  addresses.  The  names  in  it  are 
arranged  alphabetically.  Looking  up  the 
names  given  in  the  problem  you  find  their 
addresses  to  be  as  follows : 

1.  George  P.  Clark  Co.,  225  Fulton  Street 

2.  Roger  &  Blaine,  920  Freeman  Street 

3.  Ward  &  Smythe,  969  Lexington  Avenue 

2.  To  find  the  exact  location  of  each  of 
these  addresses,  turn  to  the  street  directory. 
The  section  of  the  directory,  illustrated  on 
this  page,  shows  that  the  names  of  the 
streets  are  arranged  alphabetically,  and  that 
the  address  numbers  under  each  of  the 
streets  are  arranged  in  numerical  order. 
The  cross  streets  at  each  address  number  are 
also  indicated.  On  the  illustrated  page  of  the 
street  directory  you  will  find  that  225  Fulton 
Street  is  at  Greenwich  Street,  and  920  Free- 
man Street,  at  Southern  Boulevard.  Turning 
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865  Bristow  ave 
871  Stebbins  ave 
901  Intervale  ave 
906  Simpson  st 

919  Wilkins  ave 

920  Southern  bvd 
car,  Bus  11  to  st, 
7reemnt  staBrx  Pk 
&  White  Pins  subs 

941  Hoe  ave 
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FULTON  ST.      fr 

95  South  st  w  to 
130  West  st 
1  South  Bs13  n 

13  Front  st 

25  Water  st 

37  Pearl  Ful  sta 
2d&3davL,Bs13s 

159  Bdwy  cardLex 
ave  sub-Fulton  sta 
3d-Amstrcar1bkn 
187  Church  st 

udsonTubeTerm. 
BMTCrtldtsubsta 
8th  av  local  sb  sta 
6th  ave  L-1  blk  s 
225  Greenwich  st 
7th  av  local  sub  sta 
9th  ave  L-1  blk  s 

LEXINGTON  AVE 

fr    121    E.    21si 

st  n  to  E.  133rd 

Lex  sub  1   blk  w- 
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765  E.  60th  sta- 

BMTsub 
783  E.  61st  st 
803  E.  62nd  st 
823  E.  63rd  st 
843  E.  64th  st 
863  E.  65th  st 
883  E.  66th  st 
901  E.  67th  st 
920  E.  68th  sta 
943  E.  69th  st 
969  E.  70th  st 
981  E.  71st  st 
1001  E.  72nd  st 


Section  of 
St.  Directory 


to  letter  "L"  in  the  street  directory,  you  locate  969  Lexing- 
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ton  Avenue  at  East  70th 
Street.  The  street  direc- 
tory also  shows  that  Fulton 
Street  at  Greenwich  Street 
is  near  the  Cortlandt  Street 
Station  of  the  Brooklyn- 
Manhattan-Transit  (B.  M. 
T.)  Subway;  that  Free- 
man Street  at  Southern 
Boulevard  is  at  the  Free- 
man Street  Station,  Bronx 
Park  Subway  (I.  R.  T.) 
(7th  Avenue  or  Lexing- 
ton) ;  and  that  Lexington 
Avenue  at  East  70th  Street 
is  two  blocks  north  of  the 
68th  Street  subway  sta- 
tion, Lexington  Avenue 
Line,  or  three  blocks  north 
and  one  block  west  of  the 
67th  Street  station  of  the 
Third  Avenue  "L." 

To  get  a  complete  picture 
of  the  relative  positions  of 
the  three  addresses,  locate 
them  on  the  city  map  and 
observe  in  what  direction 
from  the  office  each  of 
them  lies.  The  city  map 
will  show  you  that  225 
Fulton  Street  is  south,  or 
downtown;  969  Lexington 
Avenue  is  north,  or  mid- 
town;  and  920  Freeman 
Street  is  farther  north  and 
in  the  Bronx. 


•• 


Subway  Map 


58     OUR    DAILY   CONTACTS    WITH    BUSINESS 

3.  To  reach  the  three  addresses,  it  is  decided  to  start  at 
the  B.  M.  T.  Subway  station  at  42nd  Street  and  Broad- 
way and  travel  downtown,  or  south,  to  the  Cortlandt  Street 
station,  which  is  nearest  George  P.  Clark  &  Company's 
address  at  225  Fulton  Street.  From  that  point  the  Lex- 
ington Avenue  Subway  at  Fulton  Street  and  Broadway, 
the  "uptown  side,"  takes  us  to  the  68th  Street  Station  near- 
est to  Ward  &  Smythe  at  969  Lexington  Avenue.  Finally, 
after  changing  from  a  local  at  86th  Street,  the  Lexington 
Avenue-Bronx  Park  train,  the  "uptown  side,"  brings  us  to 
our  third  destination,  Roger  &  Blaine,  920  Freeman  Street, 
Bronx,  near  the  Freeman  Street  station.  By  consulting  the 
subway  maps  of  the  B.  M.  T.  and  I.  R.  T.,  the  number  of 
stations,  express  and  local,  to  be  traveled  to  get  to  each 
address  is  determined. 

For  other  locations  it  may  be  found  advisable  to  use  the 
subway  map  of  the  Independent  Subway  System  (I.  S.  S.). 
Elevated  roads,  trolleys,  and  busses  also  can  be  used  to 
reach  points  both  inside  and  outside  the  city.  The  com- 
panies operating  these  transportation  systems  issue  maps 
similar  to  those  published  by  the  subway  companies. 

All  large  cities  have  their  own  telephone  and  street  direc- 
tories and  transportation  and  city  maps  to  serve  as  guides 
in  locating  and  reaching  addresses.  These  are  used  not  only 
by  business  employees  on  errands,  but  also  by  business 
people  and  private  individuals.  Street  directories  are  par- 
ticularly helpful  to  travelers  and  visitors  in  strange  cities 
and  towns. 

Locating  Public  Places  and  Business  Institutions 

An  office  may  have  occasion  to  send  messages  and  pack- 
ages to  public  places  and  institutions.  In  our  next  problem 
errands  to  a  number  of  these  will  be  taken  up.  The  steps 
to  be  followed  are  similar  to  those  in  Problem  1  of  this 
lesson,  although  the  places  in  question  are  situated  in 
Chicago. 
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Problem  2.  The  firm  of  Ketchel  &  Company  is  located  at  448 
North  Michigan  Boulevard  in  the  City  of  Chicago.  The  office  man- 
ager assigns  three  errands  to  the  office  clerk:  (I)  The  delivery  of  a 
package  to  the  office  of  Rockmore  &  Company  at  the  Furniture 
Mart;  (2)  the  securing  of  certain  information  from  the  Finance  De- 
partment at  the  City  Hall;  (3)  the  purchase  of  500  three-cent  stamped 
envelopes,  large  size,  at  the  General  Post  Office.  How  shall  the  er- 
rand boy  obtain  the  addresses?  How  can  they  be  reached  from  the 
office? 

Before  the  clerk  leaves,  he  finds  the  definite  locations  of 
the  three  public  buildings  and  determines  how  to  reach 
them  from  the  office.  The  telephone  directory,  under 
Furniture  Mart,  City  of  Chicago,  and  United  States  Gov- 
ernment; or  the  street  directory,  under  Public  Places,  City 
Offices,  and  Post  Offices,  will  give  the  addresses.  The  street 
directory  will  locate  them,  and  the  bus  or  city  maps  will 
guide  the  office  clerk  to  them.  At  each  address,  presum- 
ably an  office  building,  the  office  clerk  will  inquire  of  the 
elevator  starter,  or  find  in  the  building  directory  the  floor 
on  which  the  office  he  seeks  is  located. 

On  page  60  are  pictures  of  public  buildings  and  institu- 
tions in  the  cities  of  New  York  and  Chicago.  These  views 
are  familiar  to  most  people  who  know  these  cities.  If  your 
school  is  located  in  either  New  York  or  Chicago,  tell  how 
you  would  reach  these  public  buildings  from  your  school. 

Methods  of  Locating  Addresses  without  the  Use  of  Street 
Guides 

In  certain  cities  there  are  ways  of  locating  addresses 
without  a  guide.  Below  are  given  two  general  methods 
which  apply  to  certain  cities : 

Method  I.  In  the  borough  of  Manhattan,  in  New  York 
City,  the  avenue  streets  have,  on  the  average,  twenty 
house  numbers  to  a  block.  As  a  general  rule  (there  are  ex- 
ceptions) by  dividing  the  house  number  in  an  avenue  ad- 
dress by  20  and  adding  the  result  to  the  number  of  the 
street  at  which  the  avenue  starts,  you  get  approximately 


Photos  by  Ewing  Galloway 

Public  Buildings  and  Institutions 

Left  (reading  down) :  Radio  City,  Stock  Exchange,  New  York  Pub- 
lic Library — in  New  York  City. 

Right  (reading  aown) :  Field  Museum,  Buildings  at  Michigan  Ave- 
nue and  Wacker  Drive,  Daily  News  Building — in  Chicago. 
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the  numbered  street  nearest  the  avenue  address.  For  ex- 
ample: At  what  street  is  505  Third  Avenue,  New  York 
City?  (Third  Avenue  starts  at  8th  Street.) 

Solution:  Step  1.  Divide  505  by  20  to  get  the  number 
of  blocks 

505  -T-  20  =  50.5  -*-  2  = -.  25  or  26  blocks 
Step  2.    8  +  25  =  33. 

Thus  505  Third  Avenue  is  between  33rd  and  34th  Streets. 
You  can  verify  this  by  looking  it  up  in  the  street  direc- 
tory. Using  the  method  just  outlined,  tell  how  to  locate 
the  following  three  addresses:  (1)  803  Lexington  Avenue, 
which  starts  at  21st  Street;  (2)  340  Park  Avenue,  which 
starts  at  34th  Street;  (3)  280  Fourth  Avenue,  which  starts 
at  8th  Street. 

Method  II.  Certain  streets  are  dividing  lines  between 
north  and  south,  and  east  and  west  addresses.  In  Chicago, 
Madison  Street  divides  the  north  and  south  numbers  on 
streets  running  north  and  south,  and  State  Street,  the  east 
and  west  numbers  on  east  and  west  streets.  In  each  block 
there  are  100  house  numbers.  Examples :  695  West  Jack- 
son Boulevard  is  between  six  and  seven  blocks  (695-f- 
100  =  nearly  7)  west  of  State  Street;  and  740  South  Mich- 
igan Boulevard  is  between  seven  and  eight  blocks  south  of 
Madison  Street.  The  city  map  will  verify  this  for  you. 

In  Philadelphia,  Market  Street  divides  north  and  south 
numbers,  and  Front  Street,  east  and  west  numbers.  Ex- 
amples :  1205  North  9th  Street  is  twelve  blocks  or  squares 
north  of  Market  Street.  3509  Arch  Street  is  thirty-five 
blocks  west  of  Front  Street  (which  is  really  First  Street) 
and  is  therefore  West  of  35th  Street. 

In  the  borough  of  Manhattan,  New  York  City,  Fifth 
Avenue  is  generally  the  division  for  numbered  streets  run- 
ning east  and  west.  There  are  no  north  or  south  address 
numbers  in  Manhattan. 

Miscellaneous  Minor  Office  Activities 

The  general  office  clerk  may  be  asked  to  perform  two 
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more  kinds  of  office  errands.  These  are  to  take  the  bank 
deposit  to  the  bank  and  to  purchase  stamps  and  stationery. 
These  office  errands  require  the  office  clerk  to  know  how  to 
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make  the  deposit  and  how  to  buy  stamps,  ink,  pencils,  desk 
blotters,  and  the  like. 

Inside  and  outside  the  office  the  general  office  clerk  may 
be  engaged  during  the  course  of  his  day's  work  on  one  or 
more  of  the  following  tasks : 

1.    Keeping  a  check  on  stamps  bought  and  issued,  and 
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making  a  complete  record  of  both  purchases  and  issues  on 
some  form  of  Daily  Stamp  Record. 

2.  Keeping  the  Daily  Outside  Messenger  Record  if  a 
steady  number  of  errands  are  made  by  him  each  day.    On 
page  62  is  an  illustration,  showing  how  the  record  is  kept 
and  what  it  includes. 

3.  Looking  after  the  Daily  Calendar.    On  this  calendar 
are  reminders  that  help  to  keep   track  of  appointments 
made,  errands  to  be  performed,  etc. 

4.  Preparing  form  letters  for  mailing.   A  knowledge  of 
duplicating  machines  is  necessary  for  this  task. 

5.  Collating — assembling    pages    of   material,    counting 
them,  and  making  them  into  booklets. 

6.  Counting  sheets  of  paper  and  cards. 

7.  Sharpening  pencils. 
Summary 

A  very  important  office  activity  is  running  errands,  usu- 
ally to  deliver  messages  and  packages.  To  locate  and  reach 
addresses  of  firms  and  individuals,  familiarity  with  the 
following  guides  is  essential:  telephone  and  street  direc- 
tories; subway,  elevated  railway,  trolley,  bus,  and  automo- 
bile city  maps.  These  guides  are  helpful  in  (1)  discover- 
ing addresses,  (2)  locating  addresses  accurately,  (3)  de- 
ciding means  of  transportation,  and  (4)  giving  a  clearer 
idea  of  the  parts  of  the  city  or  town  for  which  the  ad- 
dresses are  given.  The  same  guides  are  used  in  locating 
and  reaching  public  places  and  institutions.  When  guides 
are  not  available,  one  should  make  use  of  those  special 
methods  of  locating  addresses  peculiar  to  each  city. 
Business  Vocabulary 

messages  illustration  locations 

directory  respectively  expense 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.     What  is  the  selling  price  of  each  of  the  five  items  below, 
stocked  by  a  women's  wear  retailer? 
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Item      Stock  Number  Cost  of  Goods  Overhead   Profit  Selling  Price 

Bathrobes             658             $2.50  $1.50       $1.00       $ 

Street  Dresses    759              4.50  2.70        1.80         

Sport  Coats         860               5.75  3.45         2.30          

Gloves                   901              1.50  .90  .60         

Hats                      902              3.50  2.10        1.40         

2.     In  Problem  1,  Item,  Bathrobes,  find: 

(a)  The  per  cent  of  overhead  and  of  profit,  based  on  cost  of 
goods  sold. 

(b)  The  per  cent  of  cost  of  goods,  of  overhead,  and  of  profit, 
based  on  sales. 

(c)  The  three  per  cents  in  (b)  equal  what  total  per  cent? 

GROUP  II 

1.  The  general  office  clerk  delivers  a  package  to  a  customer 
and  brings  back  a  signed  receipt.   Why  might  a  jury  in  a  court 
of  law  not  consider  the  receipt  as  absolute  proof  of  delivery? 
What  other  proof  would  be  necessary? 

2.  The  general  office  clerk  is  given  a  package  by  an  individual 
to  be  delivered  to  his  firm.     He  loses  the  package  on  the  way 
back  to  the  office.   Can  his  firm  be  held  responsible  for  the  value 
of  the  package?   What  reason  have  you  for  your  answer? 

3.  The  general  office  clerk  is  sent  on  an  errand.     He  imme- 
diately inquires  of  his  employer,  or  of  a  manager,  the  location 
of  the  address  and  how  to  reach  it.    Why  is  this  bad  judgment 
on  the  part  of  the  clerk? 

4.  Select  three  public  buildings  in  your  city  or  town  and 
indicate : 

a.  The  method  you  would  use  to  locate  the  address  of  each 
of  the  three. 

b.  The  actual  addresses   (if  obtained  from  some  guide). 

c.  The  position  of  each  on  a  map   (if  one  is  available). 

d.  The  method  of  reaching  each  of  them. 

5.  What  would  you  do  in  each  of  these  cases? 

a.  The  address  given  on  a  package  for  delivery  to  a  printing 
firm  proves  to  be  an  apartment  house. 

b.  The  elevator  operator  of  the  building  in  which  is  located 
the  firm  for  which  you  have  a  package  offers  to  take  care  of 
the  package  for  you  and  deliver  it  to  the  firm's  office  himself. 

c.  You  are  obliged  to  wait  a  very  long  time  in  making  the 
personal  delivery  of  a  package  required  by  your  instructions. 

d.  The  party  to  whom  a  package  is  addressed  refuses  to  ac- 
cept it. 


UNIT  IV 
THE  MAILING  ACTIVITY 

LESSON  1 
HANDLING  INCOMING  MAIL 

Mail  plays  an  important  part  in  the  functioning  of  almost 
all  business  concerns.  Every  organization  relies  upon.it  to 
some  degree  to  establish  and  maintain  its  business  contacts. 
A  few  instances  will  suffice.  The  retail  store  may  make  use 


HERE  IS  A  LETTER    WITH  AN    ENCLOSURE 


ATTACHED    AND  HO 
yl  I   RECORD    OF  IT 


MR.  BROWN,  PLEASE 
SIGN  THE  CHECH  TO  BS 
ENCLOSED  WITH  THIS 

UTTER./ 

*?  ^  ITHANKS,  JOHN,  T} 


JONES  L  CO.  WILL  SEND   SAMPLES 


Responsibilities  of  the  Mail  Clerk 

of  the  mail  to  circularize  its  customers  or  to  pay  its  cred- 
itors. The  traveling  salesman  of  a  wholesale  house  may 
make  his  appointments  by  letter  and  then  transmit  the 
orders  he  receives  to  his  home  office  through  the  mails.  The 
private  individual  must  use  the  mails  at  some  time  or  other 
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in  his  social  and  business  contacts.  It  is  important,  there- 
fore, that  each  of  us  should  be  thoroughly  familiar  with  the 
use  of  mail. 

Incoming  and  Outgoing  Mail 

Mr.  William  Lyons  receives  at  his  home  five  letters.  Their 
contents  are  the  following: 

1.  A  bill  from  the  telephone  company. 

2.  An  advertisement  from  a  department  store  announc- 
ing a  sale  of  men's  shirts. 

3.  A  premium  notice  from  his  life  insurance  company. 

4.  A  letter  of  thanks,  with  a  check  enclosed,  from  a 
friend  who  is  repaying  a  personal  debt. 

5.  A  notice  of  a  series  of  lectures. 

Mr.  Lyons  delays  for  a  few  minutes  to  take  care  of  his 
mail.  Since  he  is  not  interested  either  in  buying  shirts  or 
attending  lectures,  he  throws  away  the  second  and  last  let- 
ters. He  makes  out  two  checks  to  cover  the  payments  re- 
quested on  his  telephone  bill  and  life  insurance  policy  pre- 
mium. He  then  writes  a  letter  to  his  friend,  acknowledging 
the  receipt  of  his  check.  He  puts  the  two  checks  and  letter 
in  three  separate  envelopes,  addresses  and  affixes  a  postage 
stamp  to  each,  and  on  his  way  to  his  office  slips  them  into  a 
U.  S.  Post  Office  Box  on  a  street  corner. 

The  five  letters  Mr.  Lyons  received  constituted  what  is 
called  his  INCOMING  MAIL;  and  the  three  letters  he  posted, 
his  OUTGOING  MAIL. 

Incoming  and  Outgoing  Mail  in  Business 

Mr.  Lyons  is  a  partner  in  the  wholesale  shoe  concern  of 
Roberts  &  Lyons.  As  general  manager  of  his  office,  he  faces 
a  much  more  difficult  problem  in  attending  to  his  organiza- 
tion's incoming  and  outgoing  mail  than  in  disposing  of  his 
own  mail.  Roberts  &  Lyons,  a  business  establishment,  re- 
ceives more  frequent  deliveries  of  mail  and  a  great  many 
more  letters  each  day  than  does  Mr.  Lyons  at  his  home; 
the  firm  is  obliged  to  send  out  many  more  letters  also.  In 
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fact,  so  great  is  its  mail  problem  that  Roberts  &  Lyons 
employs  a  special  clerk,  called  a  mail  clerk,  to  take  proper 
care  of  the  mail,  both  incoming  and  outgoing.  This  clerk  is 
provided  with  a  desk,  the  top  of  which  is  specially  arranged 
to  facilitate  the  handling  of  a  great  many  pieces  of  mail. 

The  illustration  on  this  page  shows  the  appearance  of  the 
mail  clerk's  desk.  Notice  the  equipment  for  handling  cor- 
respondence: (1)  a  desk  blotter;  (2)  a  tray  for  clips  and 
pins ;  (3)  an  inkwell ;  (4)  a  long,  narrow  tray  for  pens,  pen- 
cils, and  erasers;  (5)  a  calendar  or  diary;  (6)  an  automatic 
date  stamp;  (7)  a  hand  letter-opener;  (8)  sorting  trays. 
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Mail  Clerk's  Desk 


At  the  back  of  the  desk  there  are  a  number  of  wooden 
trays,  each  with  a  name  plate.  Wire  trays  or  baskets  are 
sometimes  used  instead  of  wooden  trays.  One  tray  bears  the 
name  of  Mr.  Roberts,  and  only  mail  directed  to  him  is  placed 
in  it;  another  tray  bears  Mr.  Lyons'  name  and  is  for  his 
mail  alone.  Of  the  remaining  trays,  each  bears  the  name 
of  a  different  department  head,  and  receives  only  the  mail 
directed  to  that  department.  What  is  expected  of  the  mail 
clerk  each  morning  in  regard  to  (1)  the  care  and  arrange- 
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ment  of  the  equipment  and  material  and  (2)  the  supplying 
of  adequate  material?  The  next  problem  will  show  how 
some  of  this  equipment  is  used  and  what  disposition  is 
made  of  the  incoming  mail. 

The  Incoming  Mail 

Problem  1.  In  the  9  o'clock  morning  mail,  the  mail  clerk  receives 
from  the  postman  100  letters  and  other  pieces  of  mail.  (In  some 
concerns,  the  mail  clerk  may  obtain  the  incoming  mail  himself  from 
the  concern's  private  mail  box  at  the  local  post  office.)  Examining 
the  address  on  each  letter,  the  clerk  observes  that  some  are  ad- 
dressed to  the  executives  in  person  or  to  the  various  departments, 
while  others  are  merely  addressed  to  the  firm  of  Roberts  &  Lyons. 
How  does  the  mail  clerk  dispose  of  all  these  letters? 

The  first  thing  the  clerk  does  is  to  arrange  the  letters  re- 
ceived in  two  stacks,  stack  No.  1  for  those  addressed  to  de- 
partment heads,  and  stack  No.  2  for  those  addressed  to  the 
firm  itself.  Having  stacked  them  he  finds  90  letters  in  stack 
one  and  10  in  stack  two. 
The  first  are  sorted  and 
distributed  in  the  vari- 
ous trays,  according  to 
the  departments  to  which 
they  are  addressed.  Be- 
fore the  10  letters  in 
stack  No.  2  can  be  dis- 
tributed, however,  the 
mail  clerk  must  ascer- 
tain to  which  depart- 
ment or  executive  the  Photo  by  Ewin°  Gall°™y 
individual  letter  is  di-  The  Hand  Letter-Opener 
rected.  Since  this  is  not  disclosed  on  the  outside  of  the  en- 
velope, each  letter  must  be  opened.  For  this  purpose  the 
letter-opener  on  the  desk  is  used.  The  illustration  on  this 
page  shows  the  mail  clerk  opening  the  mail  with  a  hand  let- 
ter-opener. Note  that  the  clerk  is  particularly  careful  not  to 
destroy  any  of  the  contents.  He  first  makes  a  small  slit  in 
the  upper  corner  of  the  flap  and,  inserting  the  point  of  the 
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letter-opener,  runs  its  blade 
carefully  through  the  fold 
of  the  flap,  thus  cutting 
the  envelope  open.  On  this 
page  is  shown  an  auto- 
matic letter-opener.  Notice 
that  this  type  of  opener 
cuts  a  very  narrow  slice  off 
the  envelope  without  touch-  ||| 
ing  any  part  of  the  con- 
tents.  Under  what  circum-  Automatic  Letter-Opener 

stances  would  a  concern  need  such  a  machine? 

After  removing  the  contents  of  the  opened  envelopes,  the 
mail  clerk  reads  the  10  letters  carefully  and  determines 
to  what  department  each  is  to  be  directed.  Before  placing 
the  letter  in  the  tray,  the  mail  clerk  attaches  a  "sorting 
slip"  form  to  it.  In  some  concerns,  a  "rubber  sorting 
stamp"  is  used.  The  illustration  below  shows  how  one 


Sale*  Department... 
Purchasing  Department.... 

Personnel  Department 

Bookkeeping  Department. 


bruary  2,  193- 


Roberts  &  Lyons 
1205  Broadway 
New  York,  N.  Y. 

Gentlemen: 

We  have  under  consideration  the  Intro- 
duction of  your  new  line  of  children's  sandals 
#60223.  We  should  like  to  receive  by  return 
mail 


Sorting  Slip 
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"sorting  slip"  was  filled  out  and  attached  to  a  letter  taken 
from  among  the  ten.  Where  pins  are  used  to  attach  "sorting 
slips,"  it  is  a  good  plan  to  conceal  the  point  of  the  pin.  Note 
also  that  the  mail  clerk  was  careful  to  clip  together  the  "en- 
closures" and  correspondence  contained  in  the  same  envel- 
ope. Why?  After  all  the  letters  have  been  sorted  into  trays, 
the  mail  clerk  ties  the  letters  into  bundles,  puts  them  into 
a  mail  pouch,  and  delivers  each  bundle  to  the  executive 
office  indicated  by  the  notations  penciled  on  the  bundle. 

In  larger  concerns  with  very  many  departments,  trays 
for  sorting  are  not  so  convenient.  Why?  A  cabinet  with 
"pigeonholes"  is  used.  The  general  offices  of  a  school  and 
the  local  post  offices  use  such  cabinets. 

Summary 

The  mailing  activity  of  a  business  is  concerned  with  its 
incoming  and  outgoing  mail.  Incoming  personal  letters 
and  department  letters  are  sorted  by  being  placed  into 
trays  or  specially  constructed  compartments  bearing  the 
names  of  individual  executives  and  departments.  Letters 
addressed  to  the  firm  alone  must  be  carefully  opened 
and  read,  before  they  can  be  sorted.  In  sorting  corre- 
spondence already  opened,  a  "sorting  slip"  or  sometimes  a 
rubber  "sorting  stamp"  is  used.  Automatic  envelope  open- 
ers are  used  where  the  incoming  mail  is  very  "heavy." 

Business  Vocabulary 

premium  ninety  enclosures 

incoming  adequate  distribute 

outgoing  personal  compartments 

calendar  automatic  acknowledging 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

In  solving  the  problems  in  this  and  succeeding  lessons,  time 
yourself  to  find  whether  your  speed  in  doing  calculations  has  in- 
creased along  with  your  accuracy. 


THE  MAILING  ACTIVITY  71 

1.    How  much  change  did  the  office  clerk  get  after  purchasing 
each  day's  supply  of  stamps  listed  below? 


Monday 60  5's;  150  S's 

Tuesday 150  5's;  150  S's 

Wednesday.  .  .  200  5's;  200  S's 

Thursday 70  5's;  120  S's 

Friday 150  5's;  250  5's 

Saturday 20  5's;  100  S's 


125  2's,  out  of  a  $10  bill. 

90  2's,  out  of  a  $10  and  a  $5  bill. 
100  2's,  out  of  a  $20  bill. 
125  2's,  out  of  a  $10  bill. 
150  2's,  out  of  a  $20  bill. 

50  2's,  out  of  a  $5  bill. 


2.    Find  the  profit  made  on  each  of  the  five  articles  of  merchan- 
dise sold  by  a  local  furniture  store : 

Article             Selling  Price  Cost  of  Goods  Cost  of  Overhead 

Table  Lamps   $6.60  $3.30  $2.40 

Book  Cases 5.50  2.75  2.00 

Chairs   7.70  3.85  2.80 

Bridge  Tables    ....   3.50  1.75  1.25 

End  Tables 2.20  1.00  .80 

GROUP  11 

1.  A  dispute  has  arisen  between  the  sender  of  a  letter  and  its 
receiver  as  to  the  exact  time  the  letter  was  mailed.    Why  will  the 
date  on  the  letterhead  not  be  sufficient  proof  to  settle  the  dispute? 
How  will  the  postmark  on  the  envelope  of  the  letter  help?    Will 
the  "time  stamp"  placed  on  the  letter  in  the  receiver's  office  be 
of  any  aid? 

2.  The  desk  of  the  mail  clerk  of  The  Hart,  Nelson  Security 
Co.  is  properly  arranged.    The  clerk  carefully  examines  and  sorts 
the  mail.    All  enclosures  are  treated  and  accounted  for  with  par- 
ticular care.     What  important  habit  has  this  mail  clerk  learned? 
How    does    he    help    his    business    organization    operate    more 
efficiently  ? 

3.  Ten  letters  in  the  incoming  mail  of  Dewey  and  Crane  are 
found  to  be  addressed  to  the  firm.    Upon  opening  these  letters 
and  reading  them,  the  mail  clerk  finds  their  contents  to  be  the 
following : 

Letter    1.    An  application  for  a  position. 

2.  A  check  from  a  customer,  with  explanatory  note. 

3.  A  request  for  a  price  list. 

4.  An  invitation  to  join  a  trade  organization. 

5.  A  special  offer  on  an  article  that  the  firm  usually  pur- 
chases for  stock. 

6.  A  complaint  from  a  customer  about  a  bill. 

7.  An    inquiry    regarding    a    former    employee    of   the 
concern. 
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8.  A  notice  of  samples  sent  under  separate  cover. 

9.  A  bill  for  a  typewriter. 

10.    A  request  from  a  customer  for  credit  on  damaged 

goods. 

Indicate  where  the  mail  clerk  directs  each  of  the  ten  letters. 
4.     The  daily  record  of  incoming  mail  kept  in  the  mailing  room 
of  the  National  Mail  Order  House  shows  that  the  total  number 
of  letters  received  daily  is  1500.   Of  this  number, 

(a)  975  letters  contain  orders  for  merchandise, 

(b)  225  letters  include  requests  for  catalogues, 

(c)  210  letters  have  checks  and  money  orders  enclosed, 

(d)  90  letters  contain  miscellaneous  correspondence, 

What  per  cent  of  the  total  number  of  letters  received  is  in- 
cluded in  each  of  the  groups  (a),  (b),  (c),  (d)  ? 


LESSON  2 
SPECIAL  PROBLEMS  IN  INCOMING  MAIL 

In  the  previous  lesson  two  important  procedures  in  the 
disposal  of  incoming  mail  were  shown:  (1)  the  assorting  of 
mail  addressed  to  department  heads  and  offices,  and  (2)  the 
disposing  of  the  mail  addressed  to  the  firm  itself.  In  the 
present  lesson  it  will  be  shown  that  certain  incoming  letters 
create  entirely  new  problems  to  be  solved. 

Problem  1.  The  afternoon  incoming  mail  brought  ninety  letters 
to  the  offices  of  Roberts  &  Lyons.  Seventy-five  of  these  letters  were 
addressed  to  members  of  the  Executive  Staff  and  Department  Offices, 
the  fifteen  remaining  letters  to  the  firm.  The  mail  clerk  sorted  eighty- 
six  of  the  letters  in  both  groups  in  much  the  same  way  as  he  sorted 
the  morning's  mail,  but  four  of  the  remaining  letters  brought  to  light 
certain  situations  that  had  not  appeared  in  the  morning's  sorting. 
What  did  the  mail  clerk  do  with  these  four  letters? 

Enclosure  Missing 

Letter  1.  The  contents  of  this  letter  stated  that  a  check 
was  enclosed,  and  at  the  bottom  of  the  letterhead,  at  the 
left-hand  margin,  the  word  "Enc."  (abbreviation  for  enclo- 
sure) was  typewritten  below  the  initials  of  the  writer  and 
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stenographer ;  but  the  mail  clerk  could  not  find  the  enclosure 
referred  to.  What  was  he  to  do  ? 

It  is  readily  understood  that  if  the  mail  clerk  passed  the 
letter  on,  without  meeting  in  some  way  the  problem  of  the 
missing  enclosure,  he  might  later  be  held  responsible  for  its 
loss  and  accused  of  carelessness  in  opening  the  letter,  al- 
though it  may  have  been  no  fault  of  his.  The  mail  clerk  de- 
cided, therefore,  to  attach  an  "enclosure  missing"  slip  to  the 
letter.  The  illustration  below  will  show  you  how  this 
slip  looks. 


MISSING 


ONAL  DEPARTMENT  STORE 

142  WEST  34th  STREET 
NEW  YORK,  N.  Y. 


February  3,   193- 


Roberts  &  Lyons 

1205  Broadway 

New  York,  N.Y. 

Gentlemen : 

We  are  enclosing  with  this  letter  our  check  #6235 
for  sixty-five  dollars  ($65.00).     This  is  to  apply  on 
your  Invoice  of  January  20. 


Enclosure  Missing  Slip 

Enclosure  without  "Enc."  Reference 

Letter  2.  The  second  letter  contained  two  letters — one 
the  principal  letter,  the  other  a  letter  of  recommendation. 
However,  at  the  bottom  of  the  first  there  was  no  "Enc."  no- 
tation. Perhaps  you  may  not  realize  that  a  difficulty  has 
arisen.  The  question  is :  should  this  piece  of  mail  have  the 
letter  of  recommendation  enclosed  or  should  it  not? 
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The  clerk  solved  this  important  question  by  carefully 
reading  the  principal  letter.  He  found  that  an  enclosed 
letter  of  recommendation  was  mentioned  in  very  definite 
terms.  The  stenographer  had  simply  failed  to  type  the 
"Enc."  reference.  The  mail  clerk  therefore  inserted  the 
abbreviation  "Enc."  in  the  place  on  the  letter  page  where 
the  writer's  stenographer  should  have  typed  it  originally. 


RECORD  OF  MAIL  UNDER  SEPARATE  COVER 

DATE  OF 
LETTER 

ARTICLE  EXPECTED 

FROM 

TO  BE  DELIVERED  TO 

DATE 
RECD 

I93_ 
" 

^^,£1 

a^gjte 

^     >* 

-gataL-^      V 

^.^,2^,  ..  '.  ^ 

aL^ 

^_ 

/                                                                 ^_ 

_^ji_^__ 

Under  Separate  Cover  Material 

Letter  3.  Reference  was  made  in  the  third  letter  to  a 
sample  being  sent  under  separate  cover.  The  mail  clerk 
realized  that  he  would  be  expected  to  keep  track  of  the  fact 
that  a  sample  was  to  come  separately  in  some  future  mail 
delivery.  How  did  he  deal  with  this  situation? 

The  mail  clerk  made  an  entry  in  the  "Under  Separate 
Cover"  Record  which  he  kept  on  his  desk  for  this  purpose. 
The  illustration  above  shows  how  this  record  looks. 

Signature  Missing  on  Incoming  Letter 

Letter  4.  No  signature  appeared  at  the  bottom  of  the 
fourth  letter.  Evidently  the  writer  had  forgotten  to  sign,  or 
his  stenographer  had.  failed  to  present  the  letter  to  him  for 
signature.  How  was  the  mailing  clerk  to  meet  this  situation? 

An  examination  of  the  envelope  in  which  the  letter  was 
enclosed  showed  a  return  address  printed  in  the  upper  left- 
hand  corner.  The  mail  clerk  clipped  the  envelope  to  the 
letter.  This  of  course  was  not  a  positive  solution.  Why 
not?  Suggest  a  better  way  of  identifying  the  writer. 

The  mail  clerk,  during  the  course  of  his  work,  experi- 
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enced  a  number  of  other  difficulties  with  some  of  the  envel- 
opes and  letters  that  passed  through  his  hands.  The  diffi- 
culties he  encountered  convinced  him  of  the  need  of  constant 
care  and  accuracy  in  the  preparation  of  his  concern's  out- 
going mail.  On  the  following  pages  we  shall  consider  some 
of  these  difficulties. 

Postage  Due 

Problem  2.  The  envelope  of  one  of  the  letters  delivered  by 
the  postman  had  "postage  due  3  cents"  stamped  on  it.  What  was 
the  mail  clerk  to  do  about  this? 


Postage  due  3  cents, 


Roberts  &  Lyons 
1205  Broadway 

Hew  York,  N.  Y. 


Envelope  with  Postage  Due 

Above  is  a  picture  of  the  envelope  with  the  words  in 
question  stamped  on  it.  The  mail  clerk  paid  the  letter 
carrier  the  three  cents  due.  When  you  study  the  dis- 
posal of  outgoing  mail,  you  will  understand  that  the  short- 
age of  three  cents  in  postage  was  due,  most  likely,  to  the 
sender's  mail  clerk  having  incorrectly  weighed  the  letter. 
The  letter  weighed  a  fraction  of  an  ounce  more  than  the 
weight  covered  by  the  postage  on  the  envelope. 

Change  of  Address  Form 

Problem  3.  Roberts  &  Lyons  moved  recently  from  58  W.  44th 
Street  to  their  present  address,  1205  Broadway.  One  of  the  letters 
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ORDER  TO  CHANGE  ADDRESS 

(This  cancels  alt  p 


DAT 


Ortlorfi 


tin 


The  signature  snuJ  till;;  o:   the  >»utii<>ri?.<-i!   n^cnt  .'{•«•  ;i  fh-in 
w«irdo<l.      IncloKis  in  <v,  wl,'>p,-  ifira-ekuw  posl»««)  >t  YmulW  vc 

PRINT  OR  WRITE  PLAINLY  AND  IN  FULL 


Change  of  Address  Card 


NOTICE  TO  ADDRESSEE  OF  -MAJL  HELD  FOR  POSTAGE 


CUT  OM  XJNE&  AND 
JNSEKT  STAMP 


(OFFICE)  £    (STATE) 

The  follow  ing  piece  of  mail  addressed  to  you  is  held  Jor  .   V/  ...  eeuts  postage: 
D  Letter  D  Post  Card    *  i/P.ri .a ted  Matter 

Q  Newspaper  Q  Magazine 

D  Mereivaiidise  (domostic  Parcel  Post) 

If  you  wish  it  forwarded  to  you,  return  ihi*  card  with  loo^e  postage  stamps  of 
the  value  stated  above,  in  a  sealed  envelope,  Three  Cenls  Po$tage  Prepaid,  addressed 
to  the.  Postmaster  at  this  office.  Do  not  attach  sunups  t  >.  >  the  card.  If  you  desire  the 
iriail  iorwaixled  to  you  at  an  office  other  than  the  one  mvo.iod  on  tlie  addr«;s$ 
side  of  this  card,  give  the  new  address  and  send  postage  stamps  suflicient  to 
prepay  the  fonvarcling  postage.  (XoxK. — The  postage  nnes  on  parcel  post  mail 
'gary  according  to  zoiies.  The  rates  on  other  classes  uf  ixiail  are  uniform,  regard- 


3y  is  not  received,  the  mail  will  be  disposed  of  as  provided  by 

POSTMASTER. 

fllREE  CENTS  POSTAGE  i*  *eijuire<!  on  th«  eo^eJope  HI  whkb  t{i5s  cir<5  is  itlmatd.  0  f  O    05—7930 


Additional  Postage  Notification 
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received  was  addressed  to  the  old  location,  but  the  letter  carrier  had 
crossed  this  out  and  written  in  the  new  address.  How  did  the  letter 
carrier  get  the  information  necessary  for  this  change? 

On  page  76  is  a  copy  of  the  form  filled  out  by  Roberts  & 
Lyons  and  left  at  the  post  office  to  notify  the  postal  authori- 
ties of  its  change  of  address.  These  "change  of  address" 
forms  can  be  obtained  at  any  post  office,  not  only  by  busi- 
ness firms,  but  by  individuals  also  for  their  private  use. 

Notification  Card  to  Forward  Loose  Postage  Stamps  for  Addi- 
tional Postage 

Problem  4.  A  postal  card  similar  to  the  one  shown  in  the  illus- 
tration at  the  bottom  of  page  76  was  found  in  the  incoming  mail. 
What  did  the  card  require?  Who  mailed  the  card  and  why? 

To  obtain  the  "printed  matter"  held  at  the  post  office  for 
additional  postage,  Roberts  &  Lyons  was  required  to  for- 
ward six  cents,  either  in  cash  or  in  loose  postage  stamps,  to 
the  local  postmaster.  Evidently  the  publishing  firm  mailing 
this  material  had  not  been  informed  of  the  new  address  of 
Roberts  &  Lyons.  The  postal  authorities  do  not  forward  such 
mail  without  prepayment  of  the  additional  postage  except 
in  the  same  locality.  You  can  see  why  it  is  very  important 
to  notify  immediately  all  persons,  with  whom  one  is  deal- 
ing, of  any  change  of 
address. 

Time-Stamping    of    Mail 

The  mail  clerk  of 
Roberts  &  Lyons  was 
instructed  to  "time- 
stamp"  all  incoming 
mail.  This  rule  was 
made  necessary  because 
a  serious  complaint  had 
arisen  that  several  in- 
coming letters  had  not 
been  attended  to  with 
sufficient  promptness,  Time-Stamping  Machine 


Courtesy: 
Int'l  Bus. 
Machines 
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and  money  losses  had  resulted  to  the  firm.  To  fix  responsi- 
bility for  any  delay  in  these  matters,  the  mail  clerk  was 
given  an  automatic  time-stamping  machine,  similar  to  the 
one  shown  on  page  77,  with  which  he  was  required  to  stamp 
the  time  of  arrival  on  all  letters  that  he  opened.  Why  do 
you  suppose  large  concerns  install  such  time-stamping  ma- 
chines in  all  of  their  department  offices? 

Summary 

Certain  special  problems  arise  in  disposing  of  incoming 
mail  after  it  has  been  opened.  These  problems  are,  (1)  the 
missing  enclosure;  (2)  the  enclosure  without  "Enc."  refer- 
ence; (3)  the  "under  separate  cover"  material;  (4)  the 
omitted  signature;  (5)  the  shortage  in  postage;  (6)  the  fill- 
ing out  of  a  change  of  address  form  upon  removal;  (7)  the 
prepayment  of  a  postage  shortage  upon  notification  by  local 
post  office.  Some  concerns  require  incoming  mail  to  be  time- 
stamped  with  an  automatic  time  stamp  to  insure  the  proper 
location  of  responsibility  for  delays. 

Business  Vocabulary 

seventy-five  recommendation  prepayment 

occurred  reference  magazine 

initials  preparation  responsibility 


ADDITIONAL  PROBLEMS  AND   SITUATIONS 
GROUP  I 

1.  What  is  the  average  time  taken  per  errand  for:      (a)   5 
errands  requiring  20,  15,  25,  40,  50  minutes  each;   (b)  6  errands 
requiring  12,  9,  14,  10,  12,  15  minutes  each;   (c)   4  errands  re- 
quiring 24,  19,  18,  19  minutes  each? 

2.  A  mail  clerk  pays  the  following  "postage  due"  amounts  dur- 
ing four  weeks.  What  is  the  total  amount  paid  each  week? 

Week  1—  9c,  4c,  6c,     8c,     3c,  7c. 
2—  3c,  6c,  8c,     5c,  12c,  9c. 
3 — 15c,  9c,  8c,  13c. 
4 —  4c,  7c,  6c,  17c,     2c,  9c,  8c. 

3.  The  five  departments  of  a  small  mail  order  firm  received  let- 
ters on  one  day  as  follows:     Furniture  Dept — 20;  Men's  Cloth- 
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ing  Dept. — 50;  Camping  Equipment  Dept. — 30;  Dry  Goods,  No- 
tions Dept. — 40;  Women's  Clothing  Dept. — 60. 

(a)  What  per  cent  of  the  total  daily  letters  did  each  depart- 
ment receive? 

(b)  What  is  the  average  number  of  letters  per  department? 

GROUP  II 

1.  A  mail  clerk  meets  problems  in  his  incoming  mail  such  as 
enclosures  missing,  postage  due,  signatures  missing,  etc.     How 
do  these  help  to  drive  home  to  him  the  need  of  care  in  attending 
to  mail? 

2.  Show  how  the  following  special  problems  arising  from  in- 
coming mail  are  handled.     Fill  out  special  forms  when  required. 

(a)  A  letter  has  an  "Enc."  reference,  and  states  that  a  promis- 
sory note  is  enclosed.    The  note  cannot  be  found  in  the  letter. 

(b)  A  letter  has  a  check  enclosed,  but  no  "Enc."  reference  at 
the  bottom  of  the  letter. 

(c)  A  letter  states  that  a  catalogue  has  been  mailed  by  Sharp 
&  Foster,  under  separate  cover. 

(d)  A  letter  has  no  address  inside  the  envelope  to  indicate 
where  the  reply  is  to  be  sent. 

(e)  A  letter  is  received  with  "6c  postage  due"  stamped  on  it. 

3.  How   will   the   following   special   situations   met  with   in 
sorting  incoming  mail  be  taken  care  of? 

(a)  A  card  is  received  from  James  White  &  Sons,  notifying 
of  their  removal  from  1055  Third  Avenue  to  344  W.  49th  Street, 
and  giving  their  new  telephone  number,  TRafalgar  7-2900. 

(b)  A  letter  that  has  been   sent  out  is   returned,   marked: 
"Address  unknown." 

(c)  A  letter  page,  contained  in  an  envelope  properly  addressed 
to  the  firm,  bears  at  its  head,  above  the  salutation,  the  name  and 
address  of  another  firm. 

(d)  A  letter  that  has  been  mailed  is  returned  with  notice, 
"Insufficient  postage.     Do  not  mail  again  in  same  envelope." 

(e)  A  letter,  addressed  to  another  firm,  is  delivered  by  mis- 
take to  the  mail  clerk's  firm.    The  letter  has  not  been  opened. 

(f)  What  if  the  letter  in  the  above  instance  were  opened? 

(g)  A  letter  is  delivered,  addressed  to  a  firm  that  had  moved 
recently  to  a  new  address  known  to  the  mail  clerk. 

(h)  A  card  is  received  known  as  "Notice  to  Sender  of  Unde- 
livered Mail,"  with  following  notation:  "The  mail  described 
hereon,  sent  by  you  is  held  here  as  undeliverable,  for  the  reason 
checked.  It  is  addressed  to  H.  K.  Seeman,  115  Donaldson  Street. 
No  such  street." 
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4.  -A  summary  of  the  items  of  incoming  mail  distributed 
among  the  private  offices  and  departments  of  Thomas  Washburn 
&  Co.  during  the  week  of  April  9  is  shown  in  the  following 
tabulation : 

Incoming  Mail  of  Thomas  Washburn  &  Co.,  Week  of  April  9,  193-. 
Department  Mon.    Tues.    Wed.  Thurs.    Fri.    Totals 


Mr.  Washburn's 
Buying  

Office  78 
66 

96 
48 

82 
39 

147 
45 

132 
69 

Selling  

129 

109 

127 

119 

124 

Office  

236 

253 

206 

266 

253 

Employment    .  .  . 

38 

44 

59 

41 

59 

Totals    , 

(a)  What  is  the  total  mail  received  during  the  week  by  each 
of  the  departments? 

(b)  What  is  the  total  mail  received  on  each  day  of  the  week  by 
all  departments? 

(c)  How  many  letters  were   distributed  to   all   departments 
for  the  week? 

(d)  What  is  the  average  number  of  letters  received  per  day? 

(e)  What  do  you  discover  in  comparing  the  five  horizontal 
totals  with  the  vertical  totals  ? 


LESSON  3 
PREPARING  OUTGOING  MAIL  FOR  COLLECTION 

By  eleven  o'clock  all  the  incoming  mail  for  Roberts  & 
Lyons  received  in  the  morning  delivery  has  been  sorted  and 
delivered  to  the  various  executives  and  department  heads. 
The  letters,  still  unopened,  are  then  opened  by  the  proper 
executives  or  their  secretaries,  and  during  the  course  of  the 
day  some,  if  not  all,  of  the  communications  are  answered. 
After  the  letters  in  reply,  as  well  as  other  outgoing  mail, 
have  been  prepared,  they  are  collected  from  the  various  de- 
partments by  the  mail  clerk.  To  understand  more  clearly 
the  problem  of  each  department  in  preparing  its  outgoing 
mail  for  collection  and  posting,  let  us  single  out  for  our 
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attention  one  individual  department  of 
Roberts  &  Lyons,  and  observe  how  it 
solves  the  problem. 

At  9:45  the  office  manager  (man- 
ager of  the  office  department)  receives 
from  the  mail  clerk,  a  batch  of  letters, 
addressed  either  to  himself,  to  his  de- 
partment, or  to  the  firm  of  Roberts  & 
Lyons.  His  secretary  opens  the  let- 
ters addressed  both  to  tne  office  man- 
ager and  the  office  department.  The 
letters  addressed  to  the  firm  have  al- 
ready been  opened.  Why?  The  office 
manager  dictates  to  his  secretary  re- 
plies to  some  of  the  letters  received 
and  gives  her  both  specific  and  gen- 
eral instructions  in  regard  to  answer- 
ing or  disposing  of  the  others. 

How  these  letters  are  prepared  for 
collection,  after  they  have  been  typed, 
will  be  shown  in  the  following  series 
of  problems. 

Types  of  Letter  Paper  and  Envelopes. 
Checking  and  Folding. 

Problem  1.  Five  letters  are  addressed 
to  various  customers  in  answer  to  complaints 
made  by  them.  The  letters  are  typed  on  regu- 
lar size  paper,  S'/^'xl  I",  and  the  envelopes 
used  are  of  the  standard  size,  3|/2"x6l/2". 
Two  questions  present  themselves:  (I)  What 
checking  is  required  in  the  office  (every  piece 
of  outgoing  mail  must  be  checked)  before 
enclosing  the  letters  in  their  envelopes?  and, 
(2)  how  are  the  letters  to  be  folded  for  in- 
sertion in  the  envelopes? 

The  first  question  is  answered  by   Folding  Letter;  Inser- 
the  following  procedure:  tion  in  Envel°Pe 
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(1)  The  address  preceding  the  salutation  on  each  letter 
page  is  checked  to  make  sure  that  it  conforms  to  the  address 
on  the  envelope. 

(2)  The  presence  of  the  signature  of  the  office  manager 
at  the  bottom  of  each  letter  is  verified. 

The  five  letters  are  now  ready  for  folding  and  insertion  in 
envelopes.  The  steps  in  folding  are  pictured  in  the  illus- 
tration on  page  81.  Examine  each  step  carefully.  Perhaps, 
for  practice,  you  yourself  may  want  to  fold  a  letter-size 
sheet  in  the  same  way  as  is  shown  in  the  picture.  After 
having  been  folded,  the  letters  are  inserted  in  their  re- 
spective envelopes.  Note  illustration  on  page  81.  The  seal- 
ing, weighing,  and  affixing  of  stamps  are  left  to  the  mail 
clerk. 

Problem  2.  Four  letters,  with  checks  enclosed,  are  to  be  mailed 
to  firms  from  which  Roberts  &  Lyons  has  bought  merchandise.  How 
are  these  to  be  checked  and  folded? 

Look  at  the  letter  on  page  73  for  an  illustration  of  this 
type  of  letter.  These  letters  are  short,  and  therefore,  a 
smaller-sized  paper,  SV^'xSVs"*  is  used,  but  they  are  in- 
serted in  the  usual  SV^'xG1/^"  size  of  envelope. 

Here  again  the  problem  of  checking  requires  the  mail 
clerk  to  make  certain  of  four  particulars :  two  we  have  al- 
ready studied  in  Problem  1  of  this  lesson,  but  the  other  two 
are  entirely  new. 

1.  The  agreement  of  the  address  on  the  letter-page  with 
the  address  on  the  envelope. 

2.  The  presence  of  a  signature  at  the  bottom  of  the  letter. 

3.  When  an  enclosure  is  contained  in  the  letter,  the  pres- 
ence of  an  "Enclosure"  reference  under  the  initials  of  the 
person  who  dictated  it. 

4.  The  presence  of  the  enclosures  themselves  and  signa- 
tures on  all  checks. 

The  enclosures  with  their  respective  letters  are  inserted 
in  the  proper  envelopes.  But  the  envelopes  are  not  sealed. 
Why? 


THE  MAILING  ACTIVITY 


83 


Mailing  Trade  Journals 

Problem  3.  One  of  the  letters  sent  out  makes  mention  of  a  trade 
journal  that  is  to  be  mailed  under  "separate  cover."  (This  journal  was 
entered  as  second-class  matter  at  the  Post  Office  on  January,  1 93-.) 
How  are  the  letter  and  trade  journal  prepared  for  mailing? 

As  far  as  the  letter  itself  is  concerned,  the  same  proce- 
dures of  checking,  folding,  and  inserting  in  an  envelope  are 
followed  as  in  the  first  problem  of  this  lesson.  However,  in 
preparing  the  trade  journal  for  mailing,  an  altogether  new 
procedure  is  followed: 

1.  The  trade  journal  is  placed  in  an  envelope.  It  must 
not  be  sealed,  because,  as  second-class  matter,  the  post-office 
department  must  be  able  to  inspect  it  should  it  wish  to  do  so. 


Photo   by  Ewing   Galloway 

Trade  Journal,  Second-Class  Mail 

2.  A  label  is  then  pasted  on  the  center  of  the  envelope 
containing  the  trade  journal.  The  upper  left-hand  corner  of 
the  label  shows  the  name  and  address  of  the  sender,  Roberts 
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&  Lyons,  while  the  name  and  address  of  the  addressee,  the 
party  to  whom  the  trade  journal  is  to  be  mailed,  are  typed 
in  the  lower  right-hand  section. 

Illustration,  page  83,  shows  you  the  envelope  containing 
the  trade  journal,  with  the  label  completely  filled  out. 


Photo  by  Ewing  Galloway 

Carton  Ready  for  Mailing 

Another  method  often  used  to  prepare  second-class  matter 
for  mailing,  is  to  roll  the  journal  tightly;  and,  while  thus 
rolled,  wrap  it  in  paper,  leaving  both  ends  of  the  journal 
exposed.  The  wrapper  used  in  which  to  roll  the  journal  con- 
tains the  name  and  address  of  both  the  sender  and  addressee 
printed  or  typed  on  it  beforehand. 
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Mailing  Books  of  Samples 

Problem  4.  In  his  reply  to  one  of  the  letters  received  in  the 
incoming  mail,  the  office  manager  states  that  a  book  of  samples 
will  be  sent  under  separate  cover.  Describe  how  these  two  pieces 
of  mail  are  prepared  for  mailing. 

The  outgoing  letter  is  handled  in  the  same  manner  as  out- 
lined in  the  other  problems.  The  book  of  samples  is  given 
to  the  mail  clerk  when  he  comes  to  collect  the  outgoing  mail, 
and  he  is  instructed  to  have  it  packed  in  a  corrugated  carton 
with  a  special  sticker  affixed.  The  illustration  on  page  84 
shows  the  package  with  sticker. 

Business  Reply  Envelopes 

Problem  5.  A  form  letter  is  to  be  mailed  to  a  credit  agency,  to 
ascertain  the  credit  standing  of  a  customer  of  Roberts  &  Lyons.  This 
letter  also  contains  a  Business  Reply  Envelope.  What  is  to  be  ob- 
served in  this  letter? 


BUSINESS     REPLY    ENVELOPE 

First  Class  Permit  No.  1828.  Sec.  510,  P.  L.  &  R.,  — New  York,  N.  Y. 


ROBERTS  &  LYONS 

1205  BROADWAY 

NEW  YORK,  N.  Y. 


Business  Reply  Envelope 

The  letter,  in  addition  to  having  an  enclosure  reference 
to  the  form  letter,  indicates  that  a  business  reply  envelope 
is  enclosed.  The  illustration  above  shows  the  Business  Reply 
Envelope.  Notice  the  printing  in  the  space  where  the 
postage  stamp  is  usually  affixed.  A  special  permit  must 
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be  obtained  from  the  post  office  de- 
partment to  use  this  type  of  reply  en- 
velope. The  postage  cost  on  the  busi- 
ness reply  envelope,  four  cents,  will  be 
paid  by  Roberts  &  Lyons,  when  the 
addressee's  reply  is  received. 

Business  Reply  Cards 

Problem  6.  The  office  manager  sends 
letters  to  all  of  the  firm's  dealers,  customers, 
representatives,  etc.,  inviting  them  to  a 
dinner  Roberts  &  Lyons  is  giving.  A  Busi- 
ness Reply  Card  is  enclosed  in  each  letter. 
What  return  postage  and  permit  are  re- 
quired? 

The  postage  of  two  cents  on  each 
card  returned  (one  cent  more  than  reg- 
ular postage)  again  will  be  paid  by 
Roberts  &  Lyons  and,  as  in  the  case  of 
the  Business  Reply  Envelope,  a  U.  S. 
post-office  permit  is  required. 

"Window"  Envelopes 

Problem  7.  Statements  of  account  are 
sent  to  a  number  of  customers.  How  are 
they  prepared  for  mailing? 

The  illustrations  on  this  page  show 
the  "window"  envelope  used,  and  how 
the  form  is  folded  to  show  the  cus- 
tomer's name  and  address  through  the 
"window."  Why  is  this  type  of  envel- 
ope employed? 

String  Envelopes 

Problem  8.  The  office  manager  asks  to 
have  copies  of  an  old  advertisement  sent 
to  the  advertising  agency  used  by  Roberts 
&  Lyons.  How  will  this  material  be  mailed? 

The  advertising  material  is  placed 


Folding   for  a 
Window    Envelope 
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into  a  10"xl3"  string  envelope,  shown  on  this  page.  The 

reason  for  using  this  kind 

\  I     of   envelope  will  be  made 

I  '  y     clear  in  the  next  lesson. 

ijp —~*r  A  Larger-Sized  Envelope 

Problem  9.  Letters  are  sent 
to  customers,  containing  large 
sheets  that  bear  an  announce- 
ment. Why  would  not  any  of 

: "photo  by  E^ing  Galloway      the     envelopes     already     men- 
String  Envelope  tioned   be   used? 

A  larger  envelope  than  the  regular 
size  SV^xG1/^'  is  necessary.  The  en- 
velope is  9!/2"x4",  and  the  announce- 
ment is  folded  for  insertion  as  dem- 
onstrated on  this  page. 

Social  Correspondence  Envelope 

Problem  10.  A  letter  written  in  long- 
hand by  Mr.  Roberts  on  his  "social  size" 
stationery  is  to  be  inserted  in  an  appropriate 
envelope.  How  is  this  letter  folded? 

A  social  size  envelope  with  engraved 
initials  is  taken  from  the  personal 
supply  in  Mr.  Roberts'  desk.  The  let- 
ter paper,  consisting  of  four  pages,  is 
folded  exactly  double  from  bottom  to 
top,  and  inserted  folded  edge  first. 

Summary 

In  preparing  department  mail  for 
collection  and  posting  by  the  mail 
clerk,  be  sure  to  remember: 

1.  The  checking  necessary  to  insure 
the  agreement  of  letter  page  and  en- 
velope addresses,  and  the  presence  of 
signatures,  enclosures,  and  enclosure 
references. 


Folding  and  Inserting 

for  9!/2"   x  4" 
Envelope 
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2.  The  proper  folding  of  letters  of  various  sizes  for  vary- 
ing sizes  of  envelopes,  and  for  "window"  envelopes. 

3.  The  careful  wrapping  of  packages. 

4.  The  use  of  labels  for  return  and  mailing  addresses, 
and  the  use  of  special  stickers. 

Business  Vocabulary 

envelopes  collection  adhesive 

agency  representatives  advertisements 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  What  is  the  total  sum  expended  for  "postage  due"  by  the 
Mid-West  Merchandising  Company  during  one  week,  if  each  day's 
expenditures  are: 

Monday    3c,     6c,  8c,  4c,  5c,     9c. 

Tuesday     9c,  14c,  3c,  8c,  5c. 

Wednesday    ...8c,     8c,  7c,  2c,  15c. 

Thursday 7c,     4c,  3c,  6c,  12c,     8c. 

Friday   4c,     5c,  8c,  7c,  13c. 

Saturday   7c,  16c,  4c,  5c,  6c,  lie. 

2.  (a)     The  mail  clerk  of  the  Mid-West  Merchandising  Co. 
has  240  pieces  of  mail  to  sort  in  one  hour.    How  many  must  he 
sort  in  a  minute? 

(b)  At  an  average  of  4  letters  a  minute,  how  long  will  it  take 
to  sort  160  letters? 

(c)  How  many  letters  can  be  sorted  in  an  hour  and  a  half  by  a 
mail  clerk  who  sorts  at  the  rate  of  3  per  minute  ? 

3.  The  Mid-West  Merchandising  Co.'s  morning  mail  was  dis- 
tributed to  five  departments  as  follows: 

Number  of  Pieces  of  Mail  Distributed 

Office  Purchasing  Dept.  Receiving  Dept.  Selling  Dept.  Shipping  Dept. 
90  45  30  75  60 

(a)  What  was  the  total  number  of  pieces  of  mail  distributed? 

(b)  What  per  cent  of  the  total  was  distributed  to  each  depart- 
ment? 

(c)  Indicate  the  proper  method  of  checking  the  per  cents. 


THE  MAILING  ACTIVITY  89 

GROUP  II 

1.  The  secretary  of  the  office  manager  of  Roberts  &  Lyons  al- 
ways prepares  duplicates  of  the  letters  she  has  typed  and  sent 
out.  Why  is  that  a  good  practice?   In  a  legal  dispute  what  value 
would  the  filed  duplicate  or  "office  copy"  have? 

2.  A  letter  was  received  from  a  firm,  stating  that  a  check 
which  had  been  referred  to  as  enclosed  in  a  letter  from  Roberts 
&  Lyons  had  not  been  found  in  the  envelope.  What  omission  was 
there  in  the  checking  of  this  letter  before  it  had  been  mailed? 
What  annoyance  and  trouble  can  such  carelessness  cause? 

3.  Below  is  a  set  of  small  letters,  a  set  of  capital  letters,  and 
a  set  of  numbers. 

abcdefghijklmnopqrstuvwxyz 
ABCDEFGH  IJKLMNOPQRSTUVWXYZ 
1234567890 

Use  blank  pieces  of  paper,  each  2y2"x4",  as  labels  for  packages. 
In  script  and  in  capital  letters  write  the  labels  for  packages  ad- 
dressed to: 

(a)  Truax  and  Casper 

258  West  Shore  Drive 
Tampa 
Florida 

(b)  The  Stan  ton  Company 

869  Hollywood  Boulevard 
Los  Angeles 
California 

On  both  labels  print  or  write  the  return  address  of  the  firm  as 
follows : 

Bradford  and  Laskar 
1612  No.  12th  Street 
St.  Louis 
Missouri 

4.  (a)   Take  two  blank  sheets  of  paper  and  two  envelopes  of 
standard  size.    Fold  the  sheets  for  insertion  in  envelopes  and 
insert. 

(b)   Do  the  same  using  51/2"x81/2//  letter  paper. 

5.  If  you  can  obtain  a  window  envelope  with  a  blank  form  to 
enclose  in  it,  print  or  typewrite  the  name  and  address  of  the  ad- 
dressee on  the  form,  fold  the  form  for  insertion,  and  insert  in 
the  envelope. 
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6.    The   number  of  pieces   of   outgoing  mail   of   the   firm   of 
Thomas  Washburn  during  one  week  is  shown  below: 
Outgoing  Mail  Report — Thomas  Washburn — Week  of  Apr.  9,  193- 
Department  1st  class     2nd  class     3rd  class     4th  class 

Mr.  Washburn's  office. .  .     265 

Buying     178 

Selling    409 

Office     757 

Employment    .....  191 


9 
8 

24 
36 
23 


12 
48 
39 
50 
26 


56 
39 
107 
213 
10 


Totals 

Find  (a)  the  total  number  of  pieces  sent  out  under  each  class 
of  mail  during  the  week,  (b)  the  total  number  of  pieces  of  mail 
sent  out  during  the  week  by  the  entire  establishment,  (c)  the 
per  cent  of  the  last  total  for  each  class  of  mail. 


LESSON  4 
PREPARING  OUTGOING  MAIL  FOR  POSTING 

All  the  departments  of  Roberts  &  Lyons  have  now  pre- 
pared their  outgoing  mail  in  the 
same  way  as  the  department 
whose  procedure  we  followed  in 
the  previous  lesson.  The  mail 
clerk  has  collected  the  outgoing 
mail  from  each  department  and 
is  about  to  prepare  it  for  post- 
ing. On  his  desk  we  now  find 
additional  devices  for  this  pur- 
pose. They  are  a  sealing  ma- 
chine, a  stamp  affixer,  a  postal 
scale,  and  a  United  States  Offi- 
cial Postal  Guide. 

How  this  equipment  is  used, 
and  what  steps  are  taken  in  pre- 
paring the  outgoing  mail  for 


Photo  by  Rwing  Galloway 

Sealing  by  Hand 


posting   will    be    carefully    demonstrated    in    this    lesson. 
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The  outgoing  mail  collected  by  the  mail  clerk  consists  of : 

1.  A  large  batch  of  letters,  with  and  without  enclosures. 

2.  Two  pieces  of  mail  marked  "Second  Class." 

3.  Two  packages  with  special  stickers  pasted  on  them, 
each    package    apparently 

weighing    less    than    eight 
ounces. 

4.  Two  packages  weigh- 
ing more  than  eight  ounces. 

Taking  each  group  of 
mail  as  a  separate  problem 
let  us  find  out  the  difficul- 
ties involved  and  the  steps 
taken  to  solve  them. 


Photo  by  Ewing  Galloway 

Affixing  Stamps  by  Hand 


Group  I — First-Class  Mail 

Because  the  letters  them- 
selves have  been  written  or  typewritten  and  signed  by  vari- 
ous executives,  the  mail  clerk  realizes  that  they  come  under 
the  heading  of  first-class  mail,  and  his  first  step  is  to  seal 
the  envelopes.  As  shown  on  page  90,  the  flaps  of  a  number 
of  envelopes  at  a  time  are  placed  one  over  the  other,  their 
inner  sides  up.  The  sealing  device  is  run  over  the  flaps  to 
moisten  the  dry  pasting  preparation  on  them  (a  wet  sponge 
may  be  used  for  moistening  the  flaps),  and  the  envelopes 
are  sealed.  The  letters  are  now  sorted  into  two  groups 
according  to  whether  they  are  addressed  to  local  or  out-of- 
town  points.  The  rate  on  local  first-class  mail  is  two  cents 
for  each  ounce  or  fraction  thereof;  on  out-of-town  first- 
class  mail,  three  cents.  The  last  step  is  to  affix  the  postage 
stamps  to  each  envelope.  The  illustration  on  this  page 
pictures  the  way  this  is  done. 

There  are  four  letters  in  the  local  group,  which,  as  the 
mail  clerk  sorts  them,  seem  by  their  "feel"  to  weigh  more 
than  one  ounce  each.  To  make  sure,  he  places  them  on  the 
postal  scales  (see  illustration,  page  92)  and  finds  their 
weights  to  be  H/4,  2,  2y2,  and  1%  ounces  respectively,  As 
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any  fraction  of  an  ounce  over  an  exact  ounce  or  number  of 
exact  ounces  is  rated  as  an  added  ounce,  the  mail  clerk 
must  affix  enough  postage  to  the  first  and  second  letters  to 
cover  the  cost  of  a  two-ounce  letter;  enough  to  the  third  let- 


Courtesy : 
Int'l  Bus.  Machines 


Postal  Scales 

ter  to  cover  the  cost  of  a  three-ounce  letter,  and  again 
enough  to  the  fourth  to  cover  the  cost  of  a  two-ounce  letter. 
To  each  of  the  remaining  local  letters  (weighing  one  ounce 
or  less)  two  cents  in  postage  is  affixed.  Note  that  the  mail 
clerk  takes  strips  of  two-cent  stamps  and  affixes  the  stamps 
to  the  upper  right-hand  corner  of  the  envelopes,  tearing 
each  stamp  from  the  strip  after  it  has  been  securely  pasted. 
Some  organizations  use  Stamp  Affixing  Machines  for  the 
purpose. 

Among  the  out-of-town  letters  are  five  over  the  one-ounce 
limit,  weighing  23/4,  41/2,  1%,  5%,  and  3%   ounces  each. 
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How  does  the  mail  clerk  determine  their  weight?  The  mail 
clerk  computes  the  postage  for  the  first  letter  as  if  it  weighed 
three  ounces ;  i.  e.,  3c  x  3  or  9c ;  and  for  the  second,  3c  x  5  or 
15c.  The  total  pestage  for  the  five  letters  is  60c.  Is  that 
correct?  In  what  operation  does  the  mail  clerk  take  added 
care  in  order  to  avoid  "postage  due"  costs  to  the  addressee? 
Postal  cards  and  stamps  on  private  post  cards  cost  Ic. 


Photo  by  Ewing  Galloway 

Small  Package,  Third-Class  Mail 

Group  II — Second-Class  Mail 

Two  pieces  of  mail  marked  second  class  contain  trade 
magazines  and  therefore  can  be  sent  as  second-class  mail, 
which  has  a  cheaper  mailing  cost  than  first-class  mail. 
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Periodicals  and  publications  such  as  newspapers,  maga- 
zines, etc.,  are  sent  second  class,  and  the  postage  charge  to  a 
publisher  is  made  in  bulk  by  the  pound,  while  the  private 
individual  pays  at  the  ounce  rate  for  each  copy. 

Consulting  the  United  States  Official  Postal  Guide,  the 
mail  clerk  finds  that  the  rate  on  second-class  mail  is  one  cent 
for  two  ounces  or  any  fraction  of  two  ounces  when  mailed 
by  others  than  publishers.  As  the  two  pieces  of  mail  re- 
ferred to  weigh  3!/2  and  4%  ounces  each,  the  mail  clerk 
treats  them  as  four-ounce  and  six-ounce  packages  respec- 
tively. Why?  Two  cents  and  three  cents  in  stamps  are 
affixed  to  the  two  packages. 

Group  III — Third-Class  Mail 

The  illustration  on  page  93  shows  one  of  the  two  pack- 
ages in  the  third  group,  referred  to  as  bearing  special  stick- 
ers and  weighing  less  than  8  ounces  each.  According  to  the 
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stickers,  they  contain  merchandise.  Each  sticker  states: 
"Returning  and  Forwarding  Postage  Guaranteed"  and 
"POSTMASTER:  If  not  delivered  in  15  days,  return  to 
sender."  If  these  instructions  are  omitted,  as  what  class  mail 
will  the  packages  have  to  be  sent  ?  The  packages  are  placed 
on  the  postal  scales  and  are  found  to  weigh  7l/2  and  5% 
ounces  apiece.  Since  the  weight  of  each  is  under  8  ounces, 
they  are  sent  as  third-class  mail,  at  the  rate  of  1%  cents  for 
every  two  ounces,  or  any  fraction  of  two  ounces.  Postage 
to  the  amounts  of  6  cents  for  the  first  and  4i/2  cents  for  the 
second  are  affixed  to  the  two  packages.  Are  these  the  cor- 
rect amounts? 
Twenty  or  more  unsealed  envelopes  containing  printed 


Mileage  Table 

(Adjustments  of  this  table  are  sometimes  necessary  to 
conform  with  local  post-office  zone  keys.) 
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matter  or  materials  produced  by  means  of  the  multigraph, 
mimeograph,  or  similar  duplicating  devices  may  be  sent  at 
the  same  rate.  These  must  not  contain,  though,  any  written 
material  done  either  on  the  typewriter  or  in  handwriting. 
Group  IV — Fourth-Class  Mail 

Each  of  the  two  packages  which  weigh  over  8  ounces  (see 
page  91)  is  classified  as  fourth-class  or  parcel-post  mail. 
On  parcel-post  packages  postal  rates  vary  according  to 
the  weights  of  the  packages  and  the  distances  to  be  sent. 
Using  the  table  on  this  page,  taken  from  the  United  States 
Official  Postal  Guide,  the  postage  on  the  two  packages  in 
group  four  is  calculated  as  follows : 


Package  No.  1 


Weight 
28    Ibs. 


Sent  To 
ZoneS 


Postage 


63c 


Package  No.  2     393,4 


Rate 

1st  lb.  9c;  2c  for 
each  additional  lb. 
1st  lb.  14c ;  9c  for 
each  additional  lb.  $3.65 

An  Additional  Problem  in  Fourth-Class  Mail 

A  package  weighing  36%  Ibs!  is  sent  from  Roberts  & 

Lyons'  middle-west  showrooms  at  St.  Louis,  Mo.,  to  Boston, 

Mass.    In  the  mileage  table  shown  on  page  96  and  the 

parcel-post   rates   on   this   page,   the   distance   to    Boston 

is    found    to    be    1,199  miles,    which    places    Boston    in 

Zone     6      (from     St. 

Louis).     The    zoning 

table   shows  that  the 

rate    on    parcel    post 

from  St.  Louis  to  any 

point  in  Zone  6  is  12 

cents     for     the     first 

pound,  and  7  cents  for 

every  additional  pound. 

Thus  the  total  postage 

on    the    package    for 

Boston    amounts    to 


RATES 

DISTANCES 

ZONE 

First 
Pound 

ADDITIONAL 
POUNDS 

ZONE 

MILES 

LocaJ 
1 
2 
3 

4 
5 

6 

7 
8 

7* 

8* 

8* 
9* 
10* 

11* 
12* 
14* 
15* 

l*ea.21bs. 
l.l*eachlb. 
1.1*  each  lb. 
2*  each  lb. 
3.5*  each  lb. 
5.3*  each  lb. 
7*  each  lb. 
9*  each  lb. 
11*  each  lb. 

Local 
1 

2 
3 

4 
5 
6 

7 
8 

Same  Locality 
Up  to  50 
50-150 
150-300 
300-600 
600-1000 
1000-1400 
1400-1800 
Over  1800 

Parcel-Post  Rates  Table 


$2.64.    It  is  important  to  note  that  the  maximum  weight 
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allowed  on  packages  mailed  parcel  post  is  70  pounds  and 
the  maximum  length  and  girth  combined,  100  inches. 

Mailing  Machine  Devices 

Instead  of  sealing  first- 
class  mail  and  affixing 
stamps  by  hand,  Roberts 
&  Lyons  might  install  an 
automatic  sealing  and 
stamping  machine.  On 
this  page  is  a  picture  of 
one  type  of  sealing  and 
stamping  machine.  What 
would  decide  the  need 
for  such  a  machine? 

First-class  mail  may  be 
metered     on     a     special 
"metered  mail"  machine. 
(See   the    illustration, 
this  page.)  Instead  of  af- 
fixing actual  stamps,  the  machine  makes  impressions  on 
the  envelope  to  indicate  the 
amount  of  postage.   A  per- 
mit from  the  post  office  is 
required  for  the  use  of  such 
a  machine.    As  the  letters 
are   run   through  the  ma- 
chine,    each     is     stamped, 
and  the  number  of  letters 
stamped    is    registered    on 
the  dials.   The  difference  in 
dial  readings  from  date  to 
date  indicates  the  amount 
of  mail  stamped.  When  the 
postal    authorities    set   the 

,  .  .  ,  Courtesy:  Postage  Meter  Co. 

dials  on  this  machine  they  Metered  Mail  Machine 


Courtesy:  Multipost  Co. 

Combination  Sealing  and  Stamping 
Machine 


* 
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receive  in  advance,  payment  in  full  for  a  stated  amount  of 
mail  to  be  stamped.  To  be  able  to  stamp  additional  mail  the 
machine  must  be  reset  by  a  post-office  employee.  These 
machines  are  owned  by  private  companies  and  lent  to  busi- 
ness concerns  on  a  rental  basis. 

Devices  and  Places  for  Posting  Mail 

For  posting  mail,  the  following  devices  and  places  are 
used :  first-class  mail — in  mail  chutes  in  buildings ;  post 
boxes  on  city  street  corners;  mail  boxes  on  country  roads; 
mail  boxes  at  post  office  substations,  local  post  offices,  and 
general  post  offices.  Second-,  third-,  and  fourth-class  mail- 
package  post  boxes,  substations  of  post  offices,  and  local  and 
general  post  offices. 

Summary 

All  posted  mail  is  sent  under  one  of  four  classifications : 
First,  Second,  Third,  and  Fourth  (Parcel  Post).  To  avoid 
paying  the  first-class  rates,  sealed  mail  in  the  third  and 
fourth  classifications  excepting  circulars  must  have  special 
stickers  attached.  Business  reply  cards  or  envelopes,  and 
"metered"  mail  require  special  postage  permits. 

After  collecting  the  outgoing  mail  from  the  various  de- 
partments, the  mail  clerk  has  the  problem  of  classifying, 
sealing,  weighing,  stamping,  and  posting  it.  Mailing  ma- 
chines and  devices  can  be  used  to  save  time  in  these  tasks. 

Business  Vocabulary 

official  machine  classifications 

fraction  carriers  girth 

metered  moistening 

ADDITIONAL   PROBLEMS  AND   SITUATIONS 
GROUP  I 

1.    Find  the  mailing  cost  of  each  of  the  following: 
(a)    75  out-of-town  letters,  each  weighing  less  than  one  ounce, 
at  the  rate  of  3c  per  oz.  or  any  fraction  of  an  ounce. 
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(b)  175  local  letters,  weighing  less  than  one  oz.  each  at  the 
rate  of  2c  per  oz.  or  fraction  thereof. 

(c)  25  letters  addressed  to  out-of-town  points,  weighing  2  oz. 
each. 

(d)  30  letters  addressed  to  local  points,  weighing  2  oz.  each. 

2.  Find  the  mailing  cost  of  each  of  these  three  packages  of 
second-class  mail  at  the  rate  of  Ic  for  two  ounces  or  any  fraction 
of  two  ounces: 

(a)  Package  No.  1  weighing  6  oz. 

(b)  Package  No.  2         "         7  " 

(c)  Package  No.  3         "         4  " 

3.  The  third-class  mail  rates  are  l%c  for  two  ounces  or  any 
fraction  thereof.  Find  the  mailing  costs  of  (a)  package  weighing 
6  oz.,  (b)  package  weighing  3  ounces. 

4.  What  is  the  parcel  postage  on  a  package  weighing  10  pounds 
if  the  rate  is  14c  for  the  first  pound  and  9c  for  each  additional 
pound? 

GROUP  II 

1.  By  an  error,  a  letter  was  placed  in  a  parcel-post  package 
weighing  3  Ibs.  that  was  sent  out  by  the  Mid-West  Merchandis- 
ing Company.   The  package  was  poorly  wrapped  and  came  apart 
in  the  post  office,  with  the  result  that  the  letter  was  noticed  by 
the  postal  authorities.    Why  was  the  postage  on  the  package 
charged  at  first-class  rates  ?   The  postage  was  36c,  while  the  first- 
class  postage  amounted  to  $1.44  (48  oz.  @  3c).    How  much  will 
the  addressee  have  to  pay  to  make  good  the  shortage  ? 

2.  A  package  is  58"  long,  15"  wide,  and  12"  deep.   Why  will 
the  postal  authorities  refuse  to  accept  it  for  mailing,  even  though 
the  weight  is  only  60  pounds? 

3.  During  the  course  of  the  day  the  mail  clerk  of  the  Argus 
Newspaper  Co.  collects  the  following  mail  from  all  departments: 

First  class: 

60  local  letters,  weighing  1       oz.  or  less  each 
20      "        "  "          1V2    "    each 

6      "         "  "          2*/4    "      " 

125  out-of-town  letters,  weighing  1       oz.  or  less  each 

15    "     "      "         "  "        1%    "   each 

Second  class: 

24  pieces  of  mail,  weighing  12  oz.  each  (rate,  2  oz. 
for  Ic) 
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Third  class: 

2  packages,   weighing  4  oz.  each   (rate,  2  oz.  for 


3  packages,  weighing  G1/^  oz.  each  (rate  2  oz.  for 


(a)  What  is  the  total  cost  of  postage  in  each  class  of  mail? 

(b)  What  is  the  day's  total  cost  in  all  classes? 

4.  The  San  Francisco  branch  of  Roberts  &  Lyons  sends  three 
packages  by  parcel  post  as  follows: 

(a)  Package  No.  1,  to  Seattle,  Washington;  weight  IS1^  Ibs. 
(900  miles,  Zone  5;  rate,  lie  first  lb.,  5.3c  additional  Ibs.) 

(b)  Package    No.    2,    to   Denver,    Colorado;    weight   25    Ibs. 
(1340  miles,  Zone  5*;  rate,  lie  first  lb.,  5.3c  additional  Ibs.) 

(c)  Package  No.  3,  to  Chicago,  Illinois  ;  weight  35  Ibs.  (2372 
miles,  Zone  8;  rate,  15c  first  lb.,  lie  additional  Ibs.) 

Find  the  parcel  postage  of  each  and  the  total  of  all  three. 

5.  Decide  into  what  class  each  piece  of  mail  below,  sent  out  by 
the  haberdashery  department  of  the  Emporium  Department  Store, 
Washington,  D.  C.,  falls.    As  the  weights  are  also  given,  deter- 
mine the  cost  of  postage  for  each  : 

(a)  Letter  containing  a  written  order  for  goods  to  an  out-of- 
town  firm,  weighing  Vfc  °z« 

(b)  Package  sealed  with  special  sticker,  "Contents  Merchan- 
dise," weighing  5V&  oz. 

(c)  A  sample  copy  of  a  trade  paper  with  wrapper  around  it, 
weighing  3  oz.,  is  sent  to  the  Emporium's  advertising  agency. 

(d)  Package    containing    samples     returned,    weighing    S1/^ 
ounces,   to   be  sent  to  Detroit,   Michigan.    (531  miles,   Zone  4; 
rate,  lOc  first  lb.,  3.5c  additional  Ibs.) 

(e)  Package  containing  merchandise,  weight  45  Ibs.,  addressed 
to  Buffalo,  New  York.  (407  miles,  Zone  4;  rate  lOc  first  lb.,  3.5c 
additional  Ibs.) 


LESSON  5 
SPECIAL  PROBLEMS  IN  OUTGOING  MAIL 

Special  problems  arise  in  dealing  with  outgoing  mail  as 
well  as  with  incoming  mail.  We  shall  follow  a  few  of  the 
most  common  ones  during  the  course  of  a  day  at  Roberts  & 
Lyons. 

*  The   San   Francisco  postal   zone  key  places   Denver  in  Zone  5, 
not  in  Zone  6. 
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Registered  Mail 

Problem  1.  On  three  of  the  outgoing  letters,  the  notation 
"registered  mail,  return  receipt  requested"  is  typed  on  the  envelopes. 
Why  are  the  letters  registered?  How  is  the  total  postage  cost  on 
each  letter  found? 

These  letters  are  registered  at  the  general  post  office  or  at 
the  branch  post  office,  to  guarantee  delivery  to  the  addressee 
and  to  insure  Roberts  &  Lyons  against  loss  through  non- 
delivery or  theft.  The  return  receipts  are  requested,  so  that 
Roberts  &  Lyons  may  have  a  confirmation  of  delivery  of  the 
letters.  The  cost  of  such  receipt  is  3c  per  letter. 

Registry  fees  which  are  in  addition  to  the  regular  postage 
are  charged  according  to  these  rates : 

For  registry  indemnity  not 


Exceeding 


$5,  the  fee  is  15c 


Over  $     5.00  to  $  25.00 


25.00  to 

50.00  to 

75.00  to 

100.00  to 

200.00  to 


50.00 

75.00 

100.00 

200.00 

300.00 


18c 
20c 
25c 

30c 
40c 
50c,  etc. 


The  total  mailing  cost  of  each  of  the  three  letters  is  com- 
puted as  follows : 


Letter  No.  1 

Sent  out  of  town;  weight,  3 
oz. ;  registered  for  $10;  return 
receipt  requested. 

Regular  postage: 

3  oz.   @   3c $0.09 

Additional  Fees: 

Registration,  $10  18 

Return  Receipt  03 

Total  Postage  $0.30 


Letter  No.  2 

Sent  local;  weight,  4%   oz.; 
registered   for   $5;    return   re- 
ceipt requested. 
Regular  postage: 

5  oz.  @  2c   (4%  oz.  = 
5  oz.)    $0.10 

Additional  Fees: 

Registration,  $5  15 

Return  Receipt  03 


Total  Postage 


).28 
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Letter  No.  3 

Sent   out    of   town;    weight, 
ll/2  oz.;  registered  for  $65;  re- 
turn receipt  requested. 
Regular  Postage: 

2  oz.  @  3c    (IV2  oz.  = 

2  oz.)    $0.06 

Additional  Fees: 

Registration,  $65  25 

Return  Receipt  03 

Total  postage  $0.34 


Special  Delivery  Letters 

The  words,  "Special  Delivery,"  have  been  typed  on  the 
envelopes  of  two  of  the  outgoing  letters.  Special  Delivery 
Service  is  a  "speed  service,"  as  contrasted  with  ordinary 
service.  Letters  sent  by  Special  Delivery  get  quicker  han- 
dling at  the  post  office  of  origin,  are  carried  on  faster  trains 
or  steamers,  and  upon  arrival  are  delivered  immediately  by 
messenger  from  the  post  office  of  destination  to  the  ad- 
dressee. To  secure  this  service  on  any  letter  either  a  special 
delivery  stamp,  or  lOc  in  stamps  and  the  notation  "Special 
Delivery,"  are  placed  on  the  envelope  above  the  address. 
Since  each  of  the  two  letters  referred  to  is  deliverable  out 
of  town  and  weighs  less  than  an  ounce,  the  cost  of  postage 
on  each  is  3c  to  cover  regular  postage,  plus  lOc  for  special 
delivery — a  total  of  13c.  Special  delivery  may  be  used  at 
varying  rates  on  all  classes  of  mail. 
"Special  Handling"  Mail 

Special  Handling  service  operates  the  same  as  Special  De- 
livery until  the  post  office  of  destination  is  reached,  from 
which  point  the  piece  of  mail  is  delivered  to  the  addressee 
by  the  mail  carrier  during  his  regular  hours  of  delivery. 
Special  Handling  Rates — Fourth-Class  Matter  Only 

Up  to  2  pounds lOc 

Over  2  pounds,  up  to  10  pounds 15c 

Over  10  pounds 20c 
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Problem  2.  How  does  the  mail  clerk  of  Roberts  &  Lyons  find 
the  postage  cost  of  a  package  of  merchandise  weighing  fourteen 
ounces  and  marked  Special  Handling,  which  is  to  be  mailed  to  San 
Francisco? 

The  postage  on  the  package  is  calculated  as  follows : 


Weight  14  oz. 

Regular  Postage: 

Fourth  Class  (Zone  8,  1  Ib.  or  less) $0.15 

Special  Handling: 

(Weighs  less  than  2  Ibs.) 10 

Total  postage  cost ...$0.25 


Insurance  on  Mail 

Problem  3.  Two  packages  are  marked  "Insured,"  the  first  for 
$25,  and  the  second  for  $30.  A  return  receipt  is  requested  for  the 
second  package.  What  is  the  total  postage  cost? 

The  packages  are  placed  to  one  side,  together  with  the 
registered  letters,  to  be  taken  to  the  post  office  by  the  clerk 
himself.  As  with  the  registering  of  letters,  mail  can  be  in- 
sured only  in  person  at  a  post  office  or  substation.  The 
rates  of  insurance  are : 

Insurance  Fees 
*  Value  of  Parcel  Fee 

Not  over  $     5 5c 

"       "         25 lOc 

"       "        50....'. 15c 

"       "       100 25c 

"       "       150 30c 

"       "      200 35c 

Return  receipt  3  cents  extra. 

Consult  pages  96,  97,  for  distances  between  the  cities  and 
for  parcel-post  rates,  then  check  the  following  calculations : 

^Maximum  amount  of  insurance  is  $200. 
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Package  1 
Weight,  15  Ibs. 

New  York  City  to  Los  Angeles 
Insured  for  $25 
Parcel-post  distance  2967  miles, 
zone  8 


Solution 

Parcel  postage,  15  Ibs $1.69 

Insurance  ...  .10 


Total  cost  $1.79 


Package  2 
Weight,  36  Ibs. 
New  York  City  to  Cleveland 
Insured  for  $30 
Return  receipt  requested 
Parcel  post  distance  506  miles, 
zone  4 

Solution 

Parcel  postage,  36  Ibs $1.33 

Insurance 15 

Return  receipt  03 


Total  cost  $1.51 


Air  Mail 

Problem  4.  Two  packages  to  be  sent  by  air  mail  are  addressed, 
one  to  St.  Louis,  and  one  to  Puerto  Rico.  They  weigh  3  Ibs.,  and  8'/2 
ounces,  respectively.  Find  the  postal  charge  on  each  package. 

Since  air  mail  rates  are  higher  than  first-class  rates, 
quicker  service  is  promised  than  by  regular  mail.  Air  mail 
rates  are  6c  an  ounce  or  fraction  thereof,  regardless  of  dis- 
tance except  when  sent  to  Puerto  Rico,  the  Virgin  Islands, 
or  the  Canal  Zone.  The  rate  to  Puerto  Rico  is  lOc  a  half- 
ounce. 

The  postal  charge  on  the  package  to  St.  Louis  is  $2.88 
(48  oz.  at  6c) .  On  the  package  to  Puerto  Rico,  the  postage 
is  $1.70  (81/2  oz.  at  lOc  a  half -ounce) . 

Return  Address 

A  letter,  mailed  yesterday,  is  returned  marked  "party  not 
found  at  the  address."  The  return  address  on  the  envelope 
enabled  the  post-office  authorities  to  return  the  letter  to 
Roberts  &  Lyons.  Undelivered  mail  without  a  return  ad- 
dress on  the  envelope  is  opened  by  the  post  office  to  find  the 
necessary  information.  If  no  name  and  address  appear  on 
the  inside,  the  letter  is  sent  to  the  Dead  Letter  Office  at 
Washington. 
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Parcel  Post  C.O.D.  Mail 

Problem  5.  A  package  is  sent  by  parcel  post  on  which  the  cost 
of  the  merchandise  and  the  postage  are  to  be  collected  by  the  postal 
authorities.  What  will  be  the  total  amount  collected? 

This  is  called  Parcel  Post  C.O.D.  mail.  The  carrier  col- 
lects at  the  destination  for  the  merchandise  delivered  and 
its  postage.  A  fee  is  charged  for  this  C.O.D.  service,  based 
on  the  following  rates : 

C.O.D.  Fees 
Amount  of  C.O.D.  Charge  Fee 

Not  over  $     5 12c 

"       "        25 17c 

"       "        50 22c 

"       "       100 32c 

"       "      150 40c 

"       "      200 45c 

The  total  amount  collected  from  the  addressee  of  the  pack- 
age is  as  follows: 


Weight  of  package,  24  Ibs. 
Amount  to  be  collected — $75 
New  York  City  to  Pittsburgh 
Distance,  382  miles,  zone  4 

Solution 

Parcel  postage  __ __„$     .91 

*C.O.D.    Fee    ($75) 32 

C.O.D.  collected  .  .  75.00 


Total   $76.23 

*Money  order  fee  is  paid  by  addressee. 


Lost  Mail — Tracers 

Problem  6.  Roberts  &  Lyons  is  informed  by  a  customer  that 
he  did  not  receive  an  insured  package  sent  to  him.  What  does 
Roberts  &  Lyons  do  in  this  case? 
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The  loss  is  reported  to  the  local  post  office.  A  form  called 
a  "tracer"  is  obtained  from  the  post  office  and  filled  out  by 
the  mail  clerk.  This  form  is  sent  to  the  post  office  of  desti- 
nation to  inquire  about  the  missing  package.  The  package 
cannot  be  traced.  How  will  the  insurance  on  the  package 
cover  the  loss  to  Roberts  &  Lyons? 

Combination  Parcel  and  Letter  Envelope 

Form  letters,  with  folders  enclosed,  are  mailed  to  many 
customers.  To  avoid  stuffing  the  folder  and  letter  into  one 
envelope,  a  combination  parcel  or  folder  and  letter  envelope 
is  used.  Separate  postage  is  required  for  the  folder  and  the 
letter  respectively,  as  indicated  in  the  solution  to  the  next 
problem. 


ROBERTS  &  LYONS 

1205  BROADWAY 
NEW  YORK,  N.  y. 


FIRST  ClASSlfrTERtHClOSED 


Combination  Parcel  and  Letter  Envelope 

Problem  7.  A  catalogue  and  a  letter  were  mailed  to  Thomas 
Knight  &  Co.,  910  Commonwealth  Ave.,  Boston,  Mass.,  in  the  com- 
bination parcel  and  letter  envelope  illustrated  on  this  page.  Find  the 
postage  cost  for  both. 
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The  cost  of  postage  was  computed  as  follows : 


Combination  parcel  (4  oz.)  and  letter  (1  oz.) 

Solution 

Letter  (out  of  town)  1  oz.,  first-class  mail....$0.03 
Parcel,  4  oz.,  third-class  mail  (2  oz.  for  iy%c)     .03 

Total  postage  ...$0.06 


Foreign  Mail 

Two  pieces  of  mail  are  addressed  to  Rome,  Italy,  and 
Tokio,  Japan,  respectively;  the  first  weighing  less  than  one 
ounce  and  the  second,  two  and  a  quarter  ounces.  The  rates 
on  foreign  mail — mail  not  addressed  to  places  in  the  United 
States  or  in  its  territories — are  generally  higher  than  those 
for  domestic  mail.  The  rate  to  either  Rome  or  Tokio  is  5c 
per  oz.  Check  to  see  if  the  cost  of  mailing  both  letters  is  20c. 
Consult  the  United  States  Postal  Guide  and  you  will  find 
that  the  first-class  postal  rates  to  some  foreign  countries, 
for  example  to  Canada,  Mexico,  and  South  American  coun- 
tries, are  the  same  as  for  out-of-town  domestic  letters. 

Mailing  Lists 

Many  concerns  keep  lists  of  possible  customers  to  whom 
they  send  advertising  material.  Such  a  list  may  be  ob- 
tained from  the  telephone  directory,  for  example.  Mailing 
lists  can  also  be  obtained  from  city  directories,  polling  lists, 
trade  directories,  etc.  Firms  sometimes  purchase  special 
mailing  lists  from  concerns  that  specialize  in  their  prepara- 
tion. Postal  authorities  check  these  lists  for  a  small  fee. 
Summary 

Special  problems  in  outgoing  mail  involve:  registration, 
special  delivery,  special  handling,  insurance,  air  mail,  C.O.D. 
parcel  post,  and  the  combination  parcel  and  letter.  Return 
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addresses  must  be  on  all  mail.  Foreign  mail  is  mail  directed 
to  points  outside  the  United  States  and  its  territories.  Mail- 
ing lists  supply  names  and  addresses  for  the  purposes  of 
advertising  and  circularizing. 

Business  Vocabulary 

registered  combination  destination 

requested  foreign  insurance 

maximum  domestic  territories 


ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  The  Britton  Financial  News  Service  sends  two  of  the  mag- 
azines it  publishes  as  samples  to  a  prospective  subscriber.    The 
magazines  weigh  4  oz.  and  2%  oz.  each.    What  is  the  cost  of 
mailing  them?    (Postage  rate:  Ic  for  each  2  ounces  or  fraction 
thereof.) 

2.  The  Sterling  Hosiery  Co.  mails  three  packages  of  hosiery. 
What  is  the  cost  of  mailing  each  package,  when  they  weigh  2% 
oz.,  Ql/2  oz.,  7  oz.,  respectively?    (Postage  rate:  l^c  for  each  2 
ounces  or  fraction  thereof.) 

3.  Three  separate  shipments  of  shoes  are  sent  by  Roberts  & 
Lyons,  parcel  post;  that  is,  by  fourth-class  mail.    Find  the  cost 
of  parcel  postage  for  each. 

Parcel  No.  1 — weight  16  Ibs.  to  Zone  3 — rate  of  postage  9c-2e 
«  2—  "  58  "  "  "  6 —  "  "  "  12c-7c 
«  3_  «  45  "  "  local  zone—  "  "  "  7c-lc 

for  each  2  Ib. 

4.  Three  out-of-town  letters,  weighing  %  oz.  each,  are  mailed 
special  delivery   (lOc  additional  for  special  delivery).    What  is 
the  postage  cost  for  the  three  letters? 

GROUP  II 

1.  Any  mail  sent  under  a  permit  bears  printed  on  it  the  sec- 
tion of  the  postal  laws  and  regulations  (P.  L.  &  R.)  under  which 
such  permission  is  granted.     Why  is  it  necessary  for  the  firm 
using  a  permit  to  know  just  what  is  included  in  this  section  of 
the  P.  L.  &  R.?    Why  would  an  individual  not  be  interested  in 
permit  mail  for  his  private  outgoing  mail? 

2.  At  home,  your  father  wishes  to  send  a  letter  by  special  de- 
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livery.    How  may  he  do  so  without  troubling  to  get  a  special 
delivery  stamp? 

3.  During  the  course  of  a  day,  these  special  mailing  problems 
come  up  at  the  Dallas  American  Mail  Order  Co.    In  each  situa- 
tion determine  the  total  cost  involved  in  posting. 

(a)  A  sealed  letter,  out-of-town:  weight  4%  oz.,  registered  $10, 
return  receipt,  special  delivery. 

(b)  Parcel-post  package:   weight  15V2   Ibs.,  to  zone  4    (rate 
10c-3.5c),  special  handling,  insured  $35. 

(c)  Catalogue  (3rd  class)  :  weight  5l/2  oz. 

(d)  A  sealed  letter:  air-mail  within  U.  S.,  weight  2^2  oz.,  reg- 
istered $30,  return  receipt. 

(e)  A  magazine:  weight  3%  oz. 

(f)  A  C.O.D.  parcel:  value  $38.50,  weight  29y2  Ibs..  to  zone  2 
(rate  8c-l.lc). 

(g)  Parcel-post  package:  weight  36  Ibs.,  local  zone  (rate  7c-lc 
for  each  2  lb.),  insured  $45.00. 

(h)   Package:  weighs  6  oz.,  air  mail   (Puerto  Rico),  insured 
for  $65. 

4.  A  firm  is  planning  to  mail  advertising  announcements  to 
5,000  persons.   An  announcement  of  one  size  will  weigh  !3/4  oz., 
and  of  another  size  2*4  oz.    Both  would  contain  the  same  infor- 
mation, though  the  second  would  be  a  little  more  elaborate  in 
form.   Why  would  it  be  more  advisable  perhaps  to  use  the  first 
type  of  announcement?  What  saving  in  postage  would  there  be? 


UNIT  V 
THE  FILING  ACTIVITY 

LESSON  1 
NEED  AND  PURPOSES  OF  FILING— TYPES  OF 


FILES 


PLEASE  GET   FROM  THE  FILES    FOR 
ME   SMITH   AND    SMITH'S 
REQUEST    FOR    OUR   NEW 
CATALOG. 


By  this  time,  no  doubt,  you  have  observed  that  the 
transactions  of  business  require  a  very  large  number  of 
letters,  duplicate  letters,  card  records,  memoranda,  re- 
ports, invoices,  bills,  receipts,  statements,  and  other  written 
matter.  Much  of  this  matter  must  be  preserved  and  cannot 
be  kept  permanently  on  desk  tops  or  in  trays  or  put  aside 
haphazardly.  It  must  be  stored  in  a  specified  place  and  so 
arranged  that  reference  to  it  can  be  made  quickly,  when- 
ever necessary.  At  any  time  someone  in  an  office  may  say, 
"We  received  a  letter  from  Smith  &  Smith,  asking  for  a 
catalogue,  about  a  month  ago.  Our  catalogues  are  now 
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ready  to  be  sent  out,  and  I  must  see  the  letter  again  imme- 
diately." See  the  illustration  on  page  111.  In  order  to  com- 
ply properly  with  such  requests,  certain  arrangements  for 
filing  must  have  been  already  made  in  the  office,  certain 
equipment  installed,  and  a  filing  activity  organized. 

Purposes  of  Filing 

The  operation  by  which  records,  reports,  letters,  etc.,  are 
preserved  and  made  available  for  future  use  and  reference 
is  called  filing.  Two  problems  chosen  from  situations  in  a 
school  will  demonstrate  the  two  general  purposes  of  filing. 

Problem  1.  The  mother  of  one  of  the  students  calls  the  school 
office  by  telephone,  requesting  that  her  son  be  sent  home  at  once, 
as  his  father  is  ill.  How  will  the  assistant  to  the  principal  get  in 
touch  with  the  student? 

The  program  cards  of  all  the  students  in  the  school  are 
arranged  in  a  systematic  and  orderly  manner  in  a  filing 
cabinet  in  the  office.  The  assistant  finds  this  particular 
student's  program  card  easily  and  quickly  in  one  of  the 
drawers  in  the  cabinet,  and  the  student  is  notified  in  the 
classroom  where  he  is  at  that  hour. 

Problem  2.  A  letter  is  received  by  the  principal  in  which  Q 
graduate  requests  a  copy  of  his  school  record.  What  makes  it  pos- 
sible for  the  principal  to  find  this  record  and  send  it  promptly? 

The  scholarship  records  of  graduates  are  kept  in  binders, 
so  arranged  that  each  record  can  be  referred  to  in  a  few 
seconds. 
Filing,  therefore,  has  two  general  purposes : 

(1)  To  preserve  records  and  written  matter  in  an  orderly, 
systematic  manner. 

(2)  To  make  these  records  available  for  reference  with 
the  least  possible  delay. 

Types  of  Files 

To  make  the  filing  of  records  or  written  matter  more  effi- 
cient, filing  equipment  is  required.  What  the  various  types 
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Filing  Equipment  and  Office  Outfits 

of  filing  equipment  are,  how  they  are  constructed,  and  their 
advantages  and  disadvantages,  will  be  considered  in  the  fol- 
lowing situation: 

At  the  beginning  of 
the  year,  Mr.  James  Al- 
len, a  member  of  the 
firm  of  Allen  &  Thur- 
ston,  importers  of  rugs 
and  tapestries,  decides 
to  make  a  change  in  the 
filing  equipment  in- 
stalled in  his  executive 
offices.  He  wishes  to  re- 
place some  of  the  old 
files.  Accordingly,  he 
makes  a  visit  to  the  of- 
fices of  the  Modern  Fil-  Photo  by  Ewing  Galloway 
ing  Equipment  Co.,  in  Spindle  File 
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New  York  City,  to  see  the  large  display  of  office  equipment 
there.  On  entering  the  offices,  Mr.  Allen  is  greeted  by  the 
Information  Clerk,  who,  after  learning  the  purpose  of  Mr. 
Allen's  call,  directs  him  to 
Mr.  Taylor,  a  salesman. 
Mr.  Taylor  immediately 
leads  Mr.  Allen  to  the 
showrooms. 

Looking  around,  Mr.  Al- 
len sees  on  display  a  great 
variety  of  filing  equipment 
and  complete  office  outfits. 
The  first  illustration  on 
page  113  gives  a  view  of 
the  displays  as  seen  from 
the  entrance.  As  the  sales- 
man leads  Mr.  Allen  from 
display  to  display,  he  ex- 
plains to  him  the  construc- 
tion and  use  of  each  type 
of  file  and  demonstrates 
its  operation. 

Flat  Files 

Spindle  File.  Among  the 

VariOUS       types       Of       filing  Photo  by  Ewing  Galloway 

equipment  on  display,  the  Clipboard  File 

simplest  is  the  spindle  file.  This  is  a  long  metal  nail,  one 
end  of  which  is  embedded  in  a  base,  a  few  inches  in  di- 
ameter, while  the  other  end  is  sharpened  to  a  point  upon 
which  papers  can  be  "spiked"  or  filed  to  keep  them  from 
being  blown  away  or  mislaid.  Since  its  base  is  so  small, 
the  spindle  file  can  be  moved  around  and  placed  almost 
anywhere.  Generally  it  is  used  for  temporary  filing  of 
papers,  such  as  bills,  receipts,  and  bank  deposit  slips.  The 
spindle  file  or  "spike"  is  inexpensive,  but  has  the  disad- 
vantages of  tearing  the  papers  filed  on  it  and  making 
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them  difficult  to  get  at.  There  is  also  the  danger  of  its  sharp 
point. 

Clipboard  File.  Next  in  simplicity  is  the  clipboard  file, 
which  is  a  small  board,  the  size  of  a  pad  of  composition 
paper,  or  a  trifle  longer, 
with  a  metal  spring  clip 
at  its  top  to  hold  papers. 
The  clipboard  is  used  by 
delivery  clerks  to  hold  se- 
curely delivery  tickets, 
receipts,  etc.  Only  a  lim- 
ited number  of  papers 
can  be  clipped  to  the 
board  at  one  time;  and, 
as  with  the  "spike,"  they 
are  not  convenient  for 
reference,  once  clipped. 
However,  the  clipboard 
is  easy  to  carry  around 
and  of  great  use  as  a 
writing  board. 

Shannon  File.  A  Shan- 
non file  is  a  more  elab- 
orate type  of  clipboard, 
having,  instead  of  a  clip, 
two  metal  pegs,  arch 
shaped,  which  can  be 
snapped  open  and  shut.  Before  papers  can  be  fastened 
to  the  board,  they  must  be  perforated  in  two  places  at 
the  top  of  the  sheet  so  as  to  be  slipped  over  the  pegs.  Mat- 
ter can  be  inserted  in  its  proper  place  by  removing  and 
replacing  intervening  matter.  The  Shannon  file  often 
comes  with  a  second  board  which  has  two  holes,  allowing 
it  to  be  slipped  over  the  pegs  to  cover  the  filed  papers  when 
not  in  use.  Loose-leaf  binders  and  ringed  notebooks  resemble 
the  Shannon  file,  but  have  openings  at  the  sides,  and  not  at 
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Shannon  File 
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the  top.  Shannon  files  are  much  more  convenient  for  ref- 
erence than  the  spindle  and  clipboard  files,  but  time  is  lost 
in  attaching  and  replacing  papers,  and  the  perforations 
often  tear  and  need  to  be 
reinforced,  causing  extra 
expense  and  loss  of  time. 
Again,  the  number  of  pa- 
pers that  can  be  filed  at 
one  time  is  limited. 


Box  File.  The  box  file{ 
is    made    of   thin    wood 
or  metal,  or  thick  card- 
board and  shaped  some- 
what like  a  large  book.  Photo  *>y  Ewin^  Gaiioway 
It  holds  sheets  of  manila                       Box  File 
paper,  each  having  attached  to  its  right-hand  edge  a  small 
tab  bearing  a  letter  of  the  alphabet.    Papers  are  inserted, 
according  to  the  names  of  the  matter  referred  to,  under 

the  sheet  tabbed  with 
the  proper  letter.  Pa- 
pers can  be  filed  in  box 
files  systematically 
and,  once  filed,  are  con- 
venient for  reference. 
However,  only  a  cer- 
tain amount  of  papers 
can  be  filed  at  one 
time,  and  there  is 
great  danger  of  papers 
dropping  out  of  the  file 
when  it  is  in  use.  Box 
files  are  often  used  in 
the  home. 

win9  Galloway        Bellows  File.The  bel- 
Bellows  File  iows  file  hag  a  coyer> 

more  or  less  like  that  of  a  loose-leaf  binder,  and  contains  a 
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number  of  manila  paper  compartments,  which  are  open  at 
the  right-hand  margin  and  fastened  together  like  the 
pages  of  a  book  to  the  back  of  the  cover.  When  the  file  is 
opened  wide  its  compartments  spread  out  like  the  folds  of  an 
accordion,  or  bellows,  from  which  this  file  gets  its  name.  The 
bellows  file  is  used  on  the  same  principle  as  the  box  file  and 
has  more  or  less  the  same  advantages  and  disadvantages.  It 
is  often  used  for  filing  personal  papers. 

Flat  Visible  File.  The  flat  visible  file,  or  flat  visible  index 
file,  is  a  series  of  cardboard  leaves  bound  together  at  their 
upper  margins  and  bearing  letters  of  the  alphabet  on  their 
free  lower  margins.  A 
cellophane  pocket  con- 
tains the  matter  filed  in 
each  leaf.  Desired  mat- 
ter is  at  once  visible 
when  the  file  is  opened 
at  the  proper  leaf.  The 
flat  visible  index  file  is 
used  very  often  by 
organizations  of  large 
membership  to  hold 
membership  cards  that 
are  referred  to  con- 
stantly. Its  great  advantage  is  the  way  in  which  it  makes 
filed  matter  instantly  visible  when  needed.  On  the  other 
hand,  this  type  of  file  has  very  limited  filing  facilities. 

All  the  types  of  filing  apparatus  Mr.  Allen  has  seen  so 
far  are  what  are  known  as  flat  files  (see  illustrations  on 
pages  113-117),  because  they  hold  papers  in  a  flat,  horizon- 
tal position.  The  one  outstanding  disadvantage  of  flat  files  is 
their  limited  capacity,  which  makes  them  impractical  for 
permanent  use  in  establishments  that  file  large  quantities  of 
matter. 
Vertical  Files 

Vertical  files  (see  illustrations  pages  118-119),  Mr.  Allen 


Courtesy:  Post-Index 

Flat  Visible  File 
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is  told  by  the  salesman, 
have  all  the  advantages 
of  flat  files  and  none  of 
their  disadvantages.  The 
salesman  demonstrated 
how  papers  are  insert- 
ed in  an  upright,  verti- 
cal position  in  the  dif- 
ferent types  of  vertical 
filing  apparatus. 

Vertical  Visible  File. 

The  first  of  the  vertical 
types  is  the  vertical  vis- 
ible file  which  is  almost 
the  same  as  the  flat  vis- 
ible file,  except  that  its 
leaves  are  bound  to- 
gether at  a  side  mar- 
gin and  attached  to  a 
frame  or  stand,  upon 
which  the  leaves  can 
rotate  backwards  or 
forwards  like  the  spokes 
of  a  wheel.  It  is  sim- 
pler to  use  than  the  flat 
visible  file  and  is  par- 
ticularly useful  for  ex- 
hibition purposes.  How- 
ever, it  is  not  free  from 
the  great  drawback  of 
flat  files,  viz.,  the  ca-  1 
pacity  for  only  a  limit-  | 
ed  amount  of  matter. 

Card  Index  File  Box.    I 
The  second  of  the  ver- 
tical  type  of  file  is  the 


Courtesy:  Remington-Rand 

Vertical  Visible  File 


Courtesy:  Shaw-Walker 

Card  Index  File  Box 
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card  index  file  box.  This  is  a  wooden  or  metal  box  con- 
taining a  series  of  upright  manila  cards,  called  guides, 
which  have  tabs  at  their  tops,  that  bear  letters  or 
numbers  or  other  mark- 
ings. The  card  index  box 
file  is  useful  for  filing 
cards  away  temporarily. 
For  permanent  purposes 
a  cabinet  drawer  file  or 
"wheeldex"  file  is  much 
more  practical. 

Vertical  Cabinet  File. 
The  vertical  cabinet  file 
drawer  is  the  best  and 
most  popular  of  all  per- 
manent files.  It  is  a 
drawer,  made  of  wood  or 
steel,  that  holds  tabbed 
guides  and  folders  in  an 
upright  position.  Matter 
is  inserted  behind  the 
guides  in  folders  with 
the  written  surfaces  of 
the  sheets  facing  to- 
wards the  front  of  the 
drawer.  A  number  of 
vertical  filing  drawers 
are  often  placed  in  one 
cabinet  or  frame  (see 

page        120).         In       many  Courtesy:  Shaw-Walker 

Offices     a     "battery,"     or  Vertical  Cabinet  File 

series  of  filing  cabinets  is  ranged  in  a  solid  wall  about  31/2' 
high  and  can  thus  serve  as  a  partition  and  counter. 

Mr.  Allen  is  interested  in  both  vertical  and  flat  filing 
equipment.  After  examining  the  various  models  on  display, 
he  places  an  order  with  Mr.  Taylor  for  a  battery  of  vertical 
metal  filing  cabinets,  green  finish  with  drawers  of  various 
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sizes  (legal,  letter,  5"x3",  etc.),  to  replace  his  old  and  much 
battered  wooden  equipment;  flat  type  files,  etc.  (See  prob- 
lem 6,  page  123.) 


Courtesy:  Shaw-Walker 

Filing  Cabinets  Used  as  a  Counter 

As  he  is  leaving  the  showroom,  Mr.  Taylor  hands  him  a 
small  leaflet.  "This  is  a  copy  of  the  bulletin  we  send  our 
customers  and  prospects  every  season,"  he  says.  "Read  it. 
I'm  sure  you  will  find  it  interesting." 

On  his  way  back  to  his  office,  Mr.  Allen  reads  the  leaflet. 
What  he  reads  is  this : 

Material  to  Be  Filed  in  Business  Offices  and  Outside  of  Business 
Offices 

Filing  matter  may  vary  from  a  letter  to  a  catalogue ;  from 
an  invoice  to  a  blue  print.  The  following  table  will  give  you 
an  idea  of  the  great  variety  of  matter  for  which  there  are 
filing  needs : 
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FILING  NEEDS  OF  DIFFERENT  PEOPLE  AND  THE 
TYPE  OF  FILES  USED 


Individual  Material  Filed 

The  Student  Clippings,  class  notes, 
pictures,  photographs, 
stamps,  letters,  magazines. 

The  Housewife  Recipes  or  menus,  let- 
ters, bills,  photographs. 


The  Individual 


Principal  of 
a  High  School 

Buyer  df  a 

Department 

Store 

Sales  Manager 


Letters,  bills,  statements, 
catalogues,  receipts,  in- 
surance policies. 

Teachers'  programs,  let- 
ters, notices,  student- 
program  cards. 

Price  lists,  catalogues, 
purchase  orders,  stock 
requisitions,  memoranda 
of  appointments,  letters. 

Sales  records,  sales  order 
slips,  customers'  names 
and  addresses,  memoran- 
da of  appointments,  let- 
ters, samples. 

Office  Manager  Letters,  canceled  checks, 
bank  statements,  business 
forms,  insurance  policies, 
receipts,  bills,  invoices, 
mailing  lists. 

Architect  Plans  (blue  prints),  lists 

of  contractors,  etc.,  let- 
ters, catalogues. 

Lawyer  Case    data,    legal    docu- 

ments, legal  blanks  and 
forms,  clients'  names  and 
addresses,  memoranda  of 
appointments. 


Files  Used 
Binder,  album, 
card  index  file, 
box  file. 

Album,  box  file, 
card   index   file, 
bellows  file, 
spindle  file, 
clipboard  file. 

Box  file,  spindle 
file,  clipboard, 
bellows  file. 

Card  index  file, 
vertical  cabinet 
file,  drawer  file. 

Box  file,  card 
file,  vertical 
cabinet  file. 

Visible  file,  card 
file,  vertical 
cabinet  file. 


Card  index  file, 
Shannon  file, 
clipboard  file, 
box  file,  vertical 
cabinet  file, 
visible  file. 

Card  file,  verti- 
cal cabinet  file. 

Card  index  file, 
bellows  file,  ver- 
tical cabinet  file. 
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Summary 

Files  are  either  flat  or  vertical.  Flat  files  are  the  spindle, 
the  box,  the  clipboard,  the  Shannon,  the  bellows,  and  the 
visible  flat  file.  Flat  files  hold  a  limited  number  of  papers 
and  often  are  inconvenient  for  reference.  Vertical  files  sat- 
isfy the  two  general  purposes  of  filing,  which  are  (1)  or- 
derly disposition  of  records,  (2)  easy  reference  to  these 
records. 

Business  Vocabulary 

assistant  alphabet  inexpensive 

notified  advantages  disadvantages 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  1 

1.  The  mail  clerk  of  the  Dillon  Trading  Co.  purchased  the  fol- 
lowing supply  of  postage  stamps  at  the  general  post  office :  150 
5's,  200  3's;  and  250  2's.    He  tendered  a  $20.00  bill  in  p'ayment. 
How  much  change  did  he  receive? 

2.  Mary  Smith  decided  to  buy  some  candy  at  the  local  confec- 
tionery store  for  her  birthday  party.     If  she  budgeted  $1.50  for 
this  purpose  and  if  the  candy  was  sold  at  3  bars  for  lOc,  how 
many  bars  did  she  buy? 

3.  What  is  the  selling  price  of  a  pair  of  football  shoes,  when 
the  original  cost  of  goods  is  $2.25;  the  overhead,  $1.35;  and  the 
profit,  65c? 

4.  The  Crandall  Clothing  Stores  sell  a  certain  suit  of  clothes 
for  $25.00.  The  cost  of  the  suit  is  $15.00;  the  overhead  is  $7.50; 
and  the  profit  $2.50.   What  per  cent  of  the  selling  price  is  each? 

5.  What  is  the  cost  of  mailing  a  parcel  weighing  7  oz.,  if 
i  mailed  at  the  third-class  rate  of  l1/-^  for  each  2  ounces  or  fraction 
thereof? 

GROUP  11 

1.  On  page  121  is  a  list  of  the  material  to  be  filed  by  the  sales 
manager  of  a  trading  concern.  Which  paper,  or  papers,  is  of  value 
as  legal  proof  in  case  of  dispute? 

2.  Canceled  checks  are  filed  by  the  office  as  evidence  of  the 
payments  the  office  has  made.    These  checks  need  not  be  kept 
more  than  six  years,  as  no  claim  of  non-payment  of  a  debt  can  be 
made  when  that  length  of  time  has  elapsed  after  the  debt  came 
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due.    Why  is  it  advisable  to  keep  canceled  checks  properly  filed 
during  this  six-year  period? 

3.  Notwithstanding  the  disadvantages  of  spindle  files,  banks 
provide  their  receiving  tellers  with  such  files  for  filing  deposit 
slips  handed  in  by  the  day's  depositors.    What  reason  justifies 
their  use?  Why  will  this  type  of  file  not  do  for  permanent  filing? 
How  are  the  deposit  slips  filed  finally? 

4.  For  each  of  the  five  matters  following,  determine  (a)  the 
individual  who  is  likely  to  file  it,  and   (b)  the  filing  equipment 
he  may  need:    (1)    maps,    (2)    mortgages,    (3)    baseball  scores, 
(4)  theatre  programs,  (5)  book  lists. 

5.  A  school  has  4,500  student  program  cards  to  file  which 
must  be  done  in  two  days.    The  three  clerks  employed  can  each 
spare  2%  hours  a  day  for  this  work.    On  the  average,  250  cards 
can  be  filed  in  an  hour.   How  many  seniors,  volunteering  for  one 
hour  each,  will  be  needed  to  complete  the  work  in  two  days  ? 

6.  Find  the  total  cost  of  files  and  filing  equipment  sold  to 
Allen  &  Thurston,  by  the  Modern  Filing  Equipment  Co. 
Quantity  Description  Unit  Price        Amounts 

1  "Battery"  of  green  metal  vertical 

files    consisting    of    6    cabinets  @  $18.75  each        $ 

1  "Wheeldex"  File,  complete  @  37.50                     

3  Spindle  Files  @  .45                     

3  Clipboard  Files  @  .85                     

6  Bellows  Files  @  .75                     

6  Box  Files,  metal  @  1.25                     

3  Card  Index  Files,  metal  @  .60                     

Total  $ 


LESSON  2 
THE  RULES  OF  ALPHABETIZING 

When  a  concern  relies  to  a  great  extent  upon  its  files  in 
the  transaction  of  its  business,  one  or  more  special  file  clerks 
are  usually  employed  whose  sole  duty  is  the  care  of  the  files. 
The  file  clerk's  work  includes  the  systematic  filing  of  ma- 
terial and  the  rapid  finding  of  material  already  filed. 
The  following  problem  is  intended  to  indicate  the  essential 
knowledge  required  to  carry  on  these  operations : 
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Problem  1.  The  sales  manager  of  Allen  &  Thurston  turns  over  to 
you,  the  file  clerk,  a  list  of  customers'  names  and  asks  you  to  prepare 
a  card  index  file  of  customers.  How  will  you  do  this? 


List  of  Customers 


1. 
2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 
10. 
11. 
12. 

13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
36. 
37. 
38. 


Walter  Ketchel  39. 

Edward  M.  Carver  40. 

Frank  Talbot  41. 

Arthur  Jones  42. 

John  Treat  Co.  43. 

Charles  Baron  &  Bros.  44. 

Ward  &  Jones  45. 

An  Encyclopedia  of  Poets  46. 

J.  W.  Treat  &  Co.  47. 

Dr.  William  Clark  48. 

Ward  &  Allen  49. 
The  Metropolitan  Life  Insur-        50. 

ance  Co.  51. 

Columbia  University  52. 

Mrs.  Charles  Astor  53. 

Royal  Mfg.  Co.  54. 

Chas.  Winter  &  Co.  55. 

Mt.  Olive  Cemetery  56. 

Charles  Astor  Co.,  Inc.  57. 

Dr.  Robert  Tyler  58. 

Rev.  William  Clark  59. 

Richard  McManus  &  Co.  60. 

Leroy  Manufacturing  Co.  61. 

Rev.  Charles  Astor  62. 

Trent  &  Trent  63. 

John  Le  Moult  64. 

Benjamin  Clark  65. 

Stanley  Levoy  66. 

Mortimer  De  1'Eaux  67. 

J.  W.  Trent  &  Co.  68. 

Charles  Baron  &  Sons  69. 
Frank  Baron  &  Bros. 

Charles  Baron,  Ltd.  70. 

The  American  Surety  Co.  71. 

Trent  &  Walsh  72. 

C.  Astor  73. 

R.  W.  LeRoy  Mfg.  Co.  74. 

Walter  MacManus  Co.  75. 
Brooks  Bros.  Co. 


Mt.  Carmel  Candle  Co. 

Philip  Scott 

Robert  O'Malley 

Frank  Carver 

Charles  MacElroy 

George  McAdam 

Samuel  Cooper 

A.  Cooper 

Alfred  Cooper 

John  Maas 

James  L'Orange 

Ward,  Jones  and  Peters 

J.  Treat  &  Co.,  Inc. 

Mr.  William  Clark 

George  Clark,  Jr. 

Richard  De  Marr 

William  Devoy 

Sigmund  Von  Raalte 

Margaret  MacAllister 

S.  Warren 

Sam  Warren 

S.  A.  Warren 

Samuel  Clark 

George  Warren 

Mary  J.  Warren 

Walter  O'Malley 

Prof.  William  Clark 

Harris,  Forbes  &  Co. 

Carter  Manufacturing  Co. 

John  E.  Crone  &  Co. 

Board  of  Education,  City  of 

New  York 

U.  S.  Weather  Bureau 

Brown's  Fruit  Store 

Travelers'  Aid  Society 

Scripps-Booth  Co. 

John  Forbes-Robertson 

Grover  Cleveland  Co. 


To  write  the  names  on  the  cards  properly  and  to  file  the 
cards  in  their  correct  order,  one  must  have  a  thorough 
knowledge  of  the  rules  of  alphabetizing. 
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Rules  of  Alphabetizing 

First  you  must  realize  that  the  most  important  part  of  a 
name  is  the  surname  or  last  name.  In  the  first  four  names 
on  the  list,  the  surnames  are  Ketchel,  Carver,  Talbot,  and 
Jones.  The  given  names  are  Walter,  Edward,  Frank,  and 
Arthur.  Notice  that  the  second  name  on  the  list  also  has  the 
middle  initial,  "M." 

The  setting  down  of  names  to  be  used  in  alphabetizing 
requires  that  as  a  preliminary  to  the  actual  process  of  al- 
phabetizing, the  surname  be  placed  first,  and  the  given  name 
second.  If  there  is  a  middle  initial  or  name  it  is  placed  after 
the  given  name.  Thus,  for  alphabetizing  purposes,  the  four 
names  would  appear  as : 

Ketchel,  Walter 
Carver,  Edward  M. 
Talbot,  Frank 
Jones,  Arthur 

Rule  1.  The  directory,  or  inverted  order  of  names — sur- 
name first,  given  name  second — is  always  used  in  alphabetiz- 
ing. When  there  is  a  middle  name  or  initial,  it  follows  the 
first  given  name. 

Applying  Rule  1  to  other  simple  names  on  the  list,  you 
similarly  invert  their  customary  order.  According  to  their 
surnames  then,  the  names  are  arranged  as  shown  in  the 
third  column  below,  in  preparation  for  filing. 

Inverted  Order 

List  for  Alpha-          Alphabetical 

No.         Ordinary  Order          betizing  Order 

63 Mary  J.  Warren  Warren,  Mary  J.  Levoy,  Stanley 

27 Stanley  Levoy      Levoy,  Stanley     Maas,  John 

40 Philip  Scott          Scott,  Philip          Scott,  Philip 

48 John  Maas  Maas,  John  Warren,  Mary  J. 

Rule  2.  Using  the  surname  only,  arrange  names  in  al- 
phabetical order. 

Now  let  us  consider  some  of  the  names  on  our  list  whose 
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surnames  have  odd  beginnings,  such  as  John  Le  Moult  (No. 
25),  Charles  MacElroy  (No.  43),  Mortimer  De  L'Eaux, 
(No.  28),  George  McAdam  (No.  44),  James  L'Orange  (No. 
49) .  In  alphabetizing,  names  beginning  with  Le,  Mac,  DeL, 
Me,  L'  are  treated  as  if  they  were  one  word.  In  inverted 
order  and  alphabetically  arranged,  the  five  names  will  ap- 
pear as : 

De  L'Eaux,  Mortimer 
Le  Moult,  John 
L'Orange,  James 
MacElroy,  Charles 
McAdam,  George 

Rule  3.  Surnames  beginning  with  De,  DeL,  L',  Le,  Mac, 
Me,  0',  Von,  etc.,  are  treated  as  if  they  were  one  word. 

Applying  rules  1,  2,  3,  to  other  names,  numbers  41,  54,  56, 
57  on  the  list  will  be  first  inverted  and  then  alphabetically 
arranged  as  follows : 

DeMarr,  Richard 
MacAllister,  Margaret 
O'Malley,  Robert 
Von  Raalte,  Sigmund 

You  will  notice  a  number  of  names  on  the  list  (No.  58,  No. 
62,  No.  59,  etc.)  with  identical  surnames.  In  such  cases  you 
must  alphabetize  according  to  the  given  names,  after  having 
inverted  their  order.  Where  initials  only  are  supplied  for 
the  given  name,  the  name  is  placed  before  any  one  which 
has  a  written-out  given  name  that  begins  with  the  same 
letter.  The  following  customers'  names  are  alphabetized 
thus: 

Alphabetical 
Index          Order  for 
List  No.        Ordinary  Order  Order  Filing 

58 S.  Warren  1st Warren,  George 

62 George  Warren       2nd Warren,  Mary  J. 

59 ..Sam  Warren  3rd Warren,  S. 

63 Mary  J.  Warren       4th..... Warren,  S.  A. 

60... ......S.  A.  Warren  5th ......Warren,  Sam 
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Rule  4.  Names  with  the  same  surname  are  alphabetized 
according  to  the  given  names,  those  in  initials  preceding 
those  written  in  full  which  begin  with  the  same  letters. 

Similarly  customers'  names  No.  45,  No.  46,  No.  47  on  the 
list,  would  be  first  inverted  and  then  alphabetically  arranged 
as: 

1.  Cooper,  A. 

2.  Cooper,  Alfred 

3.  Cooper,  Samuel 
Summary 

Remember  the  following  rules  in  alphabetizing  observed 
so  far : 

1.  Names  are  rearranged  in  directory,  or  inverted  order. 

2.  Using  the  surnames  only,  place  names  in  alphabetical 
order. 

3.  Surnames  starting  with  De,  DeL',  DeLa,  L',  Le,  0', 
Me,  Mac,  Van,  Von,  etc.,  are  treated  as  one  word. 

4.  Arrange  identical  surnames  in  the  alphabetical  order 
of  their  given  names,  initials  preceding  full  names  begin- 
ning with  the  same  letter. 

Business  Vocabulary 

knowledge  alphabetical  surname 

alphabetizing  preceding  beginning 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  Find  the  elements  of  cost  and  profit  in  the  selling  price  of 
each  of  the  items  sold  by  an  artists'  materials  retailer,  listed  in 
the  column  to  the  left: 

SELLING  PRICE  AS  BASIS 

Cost  of      Cost        Net 

Selling  Goods  of  Activi-  Profit    Checking 

Item  Price  60%     ties  25%     15%      Amount 

(a)  Set  of  oils $4.00         

(b)  Bristol  pad 2.40         

(c)  Easel  board 3.00         

(d)  Canvas     2.00         

(e^    Set  of  paints  .  .  .   9.60         
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GROUP  II 

1.  In  preparing  a  card  index  file,  why  are  correct  spelling  and 
legible  writing  very  important?    What  may  result  from  careless- 
ness in  spelling  or  writing? 

2.  Why  is  judgment  and  understanding  necessary  in  establish- 
ing and  applying  the  rules  of  alphabetizing?     Why  should  the 
filing  clerk  not  be  satisfied  with  simply  memorizing  the  rules? 

3.  Write  the  names  of  all  the  students  in  your  class  in  their 
inverted  order.     Keep  the  list  of  names  until  you  have  learned 
all  the  rules  of  alphabetizing  and  then  list  them  in  alphabetical 
order. 

4.  When  you  prepare  your  program  card,  or  fill  out  the  head- 
ing of  a  health  card,  why  are  you  asked  to  write  your  name  in 
inverted  order  ?    What  is  the  outstanding  advantage  of  an  alpha- 
betical arrangement  of  names  in  inverted  order? 


LESSON  S 
THE  RULES  OF  ALPHABETIZING  (CONT.) 

As  you  proceed  in  the  task  of  preparing  the  customers' 
card  index  file  which  you  began  in  the  previous  lesson,  you 
come  across  names  that  present  new  problems  and  require 
the  mastery  of  additional  rules  of  alphabetizing. 

How,  for  example,  will  you  rewrite  in  inverted  order  and 
arrange  alphabetically  these  names? 

List  No.  Name 

33 The  American  Surety  Co. 

8- An  Encyclopedia  of  Poets 

5 John  Treat  Co. 

51 J.  Treat  &  Co.,  Inc. 

9 J.  W.  Treat  &  Co. 

6— ...Charles  Baron  &  Bros. 

30 ..Charles  Baron  &  Sons 

32...... Charles  Baron,  Ltd. 

7 Ward  &  Jones 

11...  ...Ward  &  Allen 
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In  the  first  name,  which  word  is  of  little  importance?  Be- 
cause of  its  lack  of  value  as  a  distinguishing  factor,  "The" 
is  placed  at  the  end  of  the  inverted  name,  generally  in  pa- 
renthesis. The  name  is  rewritten  in  inverted  order  as: 
American  Surety  Co.  (The) .  The  second  name  similarly  is 
rewritten  as :  Encyclopedia  of  Poets  (An) . 

In  the  third,  fourth,  and  fifth  names  on  the  list  the  sur- 
name is  Treat,  the  given  names  John,  J.,  and  J.  W.  respec- 
tively. The  least  important  parts  of  the  names,  Co.,  &  Co. 
Inc.,  and  &  Co.,  come  last.  The  three  names  are  rewritten 
as  follows: 

Treat,  J.  &  Co.,  Inc. 
Treat,  J.  W.  &  Co. 
Treat,  John,  Co. 

The  surname  in  names  6,  30,  and  32  on  the  list,  is  Baron 
and  the  given  name  Charles.  The  elements,  &  Bros.,  &  Sons, 
Ltd.,  appear  last  in  the  inverted  order.  The  &  is  ignored  as 
an  alphabetizing  factor.  Arranged  alphabetically,  the 
names  appear  as : 

Baron,  Charles,  &  Bros. 
Baron,  Charles,  Ltd. 
Baron,  Charles,  &  Sons 

In  each  of  names  7  and  11,  there  are  two  surnames,  the 
order  of  which  must  not  be  changed.  They  remain,  there- 
fore: 

Ward  &  Allen 
Ward  &  Jones 

The  ten  firm  names  are  alphabetically  arranged  as 
follows : 

1.  American  Surety  Co.  (The) 

2.  Baron,  Charles,  &  Bros. 

3.  Baron,  Charles,  Ltd. 

4.  Baron,  Charles,  &  Sons 

5.  Encyclopedia  of  Poets  (An) 

6.  Treat,  J.  &  Co.,  Inc. 

7.  Treat,  J.  W.  &  Co. 
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8.  Treat,  John,  Co. 

9.  Ward  &  Allen 
10.    Ward  &  Jones 

Thus  the  study  of  the  names  above  has  developed  two 
more  alphabetizing  rules : 

Rule  5.  The,  A,  and  An  are  placed  at  the  end  in  paren- 
thesis. The  &  sign  is  ignored,  as  an  alphabetizing  factor, 
but  not  omitted. 

Rule  6.  Co.,  &  Co.,  &  Co.  Inc.,  &  Bros.,  &  Sons,  Bros., 
Ltd.,  are  placed  after  both  the  surname  and  given  name 
when  the  name  of  the  firm  is  that  of  an  individual. 

How  should  names  like  Dr.  William  Clark  (No.  10), 
Prof.  William  Clark  (No.  65),  Rev.  William  Clark  (No.  20), 
Mr.  William  Clark  (No.  52),  George  Clark,  Jr.  (No.  53), 
etc.,  on  our  list  be  alphabetized? 

In  names  preceded  by  Dr.,  Mr.,  Mrs.,  Prof.,  Rev.,  etc., 
alphabetize  as  you  do  names  that  begin  with  A,  An,  and  The, 
and  place  titles  at  the  end  in  parenthesis.  Where  both  sur- 
names and  given  names  are  identical,  arrange  according 
to  the  alphabetical  order  of  the  titles. 

List  Index 

No.  Ordinary  Order  Order      Alphabetical  Order 

10 Dr.  William  Clark  1st Clark,  George,  (Jr.) 

65 Prof.  William  Clark  2nd Clark,  William,  (Dr.) 

20 Rev.  William  Clark  3rd Clark,  William,  (Mr.) 

52 Mr.  William  Clark  4th Clark,  William,  (Prof.) 

53 George  Clark,  Jr.  5th Clark,  William,  (Rev.) 

Rule  7.  Dr.,  Mr.,  Mrs.,  Miss,  Prof.,  Rev.,  Jr.,  Sr.,  Hon., 
Messrs.,  Sir,  are  placed  at  the  end  of  the  name  in  paren- 
thesis, and  where  both  given  and  surnames  are  the  same, 
names  are  arranged  according  to  the  alphabetical  order  of 
these  titles,  otherwise  such  titles  are  not  considered. 

How  should  names  like  Royal  Mfg.  Co.  (No.  15),  Chas. 
Winter  &  Co.  (No.  16),  and  Mt.  Olive  Cemetery  (No.  17) 
be  alphabetized? 


THE   FILING   ACTIVITY  131 

These  names  bring  up  the  problem  of  abbreviations. 
Treat  the  abbreviations  as  if  they  were  written  in  full.  Al- 
phabetize the  three  names  as  if  they  were  spelled  out :  Royal 
Manufacturing  Co.,  Charles  Winter  &  Co.,  Mount  Olive 
Cemetery. 

Rule  8.  Abbreviations  such  as  Mfg.,  Mt.,  Chas.,  in  firm 
names  should  be  treated  as  if  written  in  full. 

How  shall  names  like  those  numbered  69,  70,  71,  72,  73, 
and  74  on  our  list  be  alphabetized? 

Names  of  federal,  state,  and  city  departments  are  alpha- 
betized under  the  heading  United  States  Government,  name 
of  state,  and  name  of  city,  respectively,  then  subdivided 
according  to  departments.  Numbers  69  and  70  on  our  list 
would  appear,  alphabetized,  as: 

New  York,  City  of,  Education,  (Board  of) 
U.  S.  Government,  Agriculture,  (Dept.  of) 
Weather  Bureau 

Rule  9.  Alphabetize  names  of  federal,  state,  and  city  de- 
partments first  under  United  States  Government,  state 
name,  or  city  name,  respectively,  then  under  department 
subdivision,  as  Boston,  City  of,  Forest  (Comm.) 

Rule  10.  Hyphenated  surnames  of  individuals  are 
treated  as  one  word;  hyphenated  firm  names,  although 
treated  as  separate  words,  are  not  inverted. 

List  No.  74,  John  Forbes-Robertson  is  inverted,  Forbes- 
Robertson,  John. 

List  No.  73,  Scripps-Booth  Co.,  has  its  hyphen  removed; 
Scripps  Booth  Co. 

Rule  11.  Names  with  apostrophes,  's  or  s',  are  alphabe- 
tized as  written  up  to  the  apostrophe;  when  s  comes  after 
the  apostrophe,  it  is  not  considered. 

List  No.  71,  Brown's  Fruit  Store. 

List  No.  72,  Travelers'  Aid  Society. 
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Summary 

The  additional  rules  of  alphabetizing  are: 

Rule  5.  The,  A,  An,  are  placed  in  parenthesis  after  the 
name;  &  is  ignored  as  an  alphabetizing  element,  but  not 
omitted  in  the  inverted  order. 

Rule  6.  Co.,  &  Co.,  &  Co.  Inc.,  &  Bros.,  &  Sons,  Bros., 
Ltd.,  are  always  placed  at  the  end  of  the  name.  When  the 
firm  name  is  the  full  name  of  an  individual  the  latter  is  in- 
verted. 

Rule  7.  Dr.,  Mr.,  Mrs.,  Miss,  Prof.,  Rev.,  Jr.,  Sr.,  Hon., 
Messrs.,  Sir,  are  placed  after  the  given  name  in  paren- 
thesis. 

Rule  8.  Abbreviations,  such  as  Mfg.,  Mt.,  Chas.,  in  firm 
names  should  be  treated  as  if  written  in  full. 

Rule  9.  Alphabetize  names  of  federal,  state,  and  city  de- 
partments under:  1st,  United  States  Government,  state,  or 
city  name ;  2nd,  departmental  subdivision. 

Rule  10.  Hyphenated  surnames  of  individuals  are 
treated  as  one  word,  and  hyphenated  firm  names  as  separate 
words. 

Rule  11.  Names  with  apostrophes,  's  or  s',  are  alphabe- 
tized as  written  up  to  the  apostrophe;  when  s  comes  after 
the  apostrophe,  it  is  not  considered. 

Business  Vocabulary 

parenthesis  difficulties  therefore 

abbreviations  ignored 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  The  names  of  telephone  subscribers  of  a  certain  city  are 
listed  alphabetically  in  a  telephone  directory  of  600  pages.  Sub- 
scribers from  A  to  M  inclusive — the  first  thirteen  letters  of  the 
alphabet — take  up  400,  and  those  from  N  to  Z,  200  pages.  Of 
the  twenty-six  letters,  G  occupies  40,  M  60,  R  30,  and  S  70  pages. 

(a)  What  per  cent  of  the  directory  is  taken  up  by  the  first 
thirteen  and  by  the  second  thirteen  letters  of  the  alphabet? 
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(b)  What  per  cent  of  the  space  devoted  to  the  first  thirteen 
letters  is  used  for  letters  G  and  M? 

(c)  Letters  R  and  S  use  up  what  per  cent  of  the  pages  devoted 
to  the  second  thirteen  letters? 

2.  (a)  On  the  basis  of  the  per  cents  in  1  (a)  how  many  cards 
in  an  alphabetical  file  of  240  names  would  be  reserved  for  letters 
A-M  and  N-Z,  respectively? 

(b)  Using  the  results  in  l(b)  and  l(c)  how  many  cards 
would  be  needed  for  letters  G  and  M,  and  for  letters  R  and  S? 

GROUP  II 

1.  Canceled  checks,  copies  of  contracts,  mortgages,  etc.,  are 
filed  by  business  concerns.     Of  what  importance  are  these  filed 
papers  in  protecting  the  legal  rights  of  the  concerns? 

2.  Office  managers  set  a  high  standard  for  filing  activities,  as 
it  is  so  vitally  important  to  have  at  hand  quickly  and  accurately, 
matter  needed  constantly  for  reference.     The  filing  clerk  who 
knows  the  rules  of  alphabetizing  thoroughly  and  can  use  them  ac- 
curately has  what  advantage  in  this  connection? 

3.  (a)   Mr.  Deyton  is  preparing  a  telephone  index  for  numbers 
frequently  called  by  all  members  of  the  family.     How  will  a 
knowledge  of  the  rules  of  alphabetizing  be  helpful  to  him? 

(b)  Prepare  a  telephone  index  for  your  home  if  there  is  a 
telephone  connection. 

4.  Write  each  of  the  students'  names  which  you  inverted  in 
problem  3  of  Group  II  of  the  previous  lesson  on  a  separate  slip 
of  paper  or  on  a  5"x3"  card.   Arrange  the  slips  or  cards  in  alpha- 
betical order,  bearing  in  mind  all  the  rules  of  alphabetizing  that 
apply. 


LESSON  4 
PREPARATION  OF  A  CUSTOMERS'  CARD  FILE 

You  are  now  ready  to  prepare  the  customers'  index  file 
which  the  sales  manager  requested.  You  will  need  the  fol- 
lowing filing  supplies  and  equipment:  (1)  5"x3"  cards,  and 
(2)  a  metal  or  wooden  card  index  file  box  with  an  alphabetic 
set  of  guides — in  most  business  offices,  as  well  as  in  that  of 
Allen  &  Thurston,  customers*  card  files  are  stored  in  the  top 
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sections  or  drawers  of  the  vertical  file  cabinets.  (See  illus- 
tration below.)  Separate  card  index  cabinets  with  four  or 
more  drawers  are  also  used.  (See  illustration  on  page  120.) 

Directions 

When  you  have  obtained 
the  necessary  supplies  and 
equipment  you  proceed  as 
follows  : 

(1)  Have  printed,  type,  or 
write  on  each  of  the  cards, 
the  customer's  name  in  the 
inverted     order.      Keep     in 
mind  alphabetizing  rules  1, 
3,  5,  6,  7,  9,  and  10.    You 
may  include  some  of  these 
additional  data  on  each  card 
beneath  the  name  of  the  cus- 
tomer:    the    address,    tele- 
phone   number,    the    credit 
limits,  etc.,  should  the  sales 
manager  require  it. 

(2)  Insert  each  card  be- 
hind the  proper  letter  guide 
in  the  card  index  file  box. 
For  example,  the  card  bear- 
ing the  name  "Metropolitan 
Life  Insurance  Co.    (The)," 
is  placed  behind  the  guide 
card   marked   "M";    "Astor, 
Charles,    Mrs.,"   behind   the 
guide  "A,"  etc.    As  you  file 
each  card,  observe  rules  2, 
4,  8,  and  11  carefully,  and 
keep  in  mind  that  the  cards 
behind     each     letter     guide 
must  be  arranged  in  strictly 
alphabetic  order. 


Photo  by  Ewing  Galloway 


Combination   Vertical   Filing 
Cabinet 
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(3)  Check  to  see  if  your  cards  are  alphabetically  filed. 
The  "Index  to  Customers'  Card  File,"  shown  below,  will  aid 
you  in  checking  the  accuracy  of  your  work.     Finding  the 
cards  requisitioned  is  another  method  of  checking. 

(4)  Correct  the  errors  after  you  discover  the  causes  of 
having  made  them.    Errors  may  be  due  to  the  lack  of  under- 
standing of  one  or  more  rules  of  alphabetizing.    If  this  be 
the  case,  further  study  of  the  rule  or  rules  in  question  is 
necessary. 

Index  to  Customers'  Card  File 
(Illustrating  the  Rules  for  Alphabetizing) 

De  Marr,  Richard 
Devoy,  William 

E 
Encyclopedia  of  Poets   (An) 

F 
Forbes-Robertson,  John 

G 
H 

Harris  Forbes  &  Co. 
I 
J 

Jones,  Arthur 

K 

Ketchel,  Walter 
L 

Le  Moult,  John 

Leroy  Manufacturing  Co. 

LeRoy,  R.  W.,  Mfg.  Co. 

Leroy,  Stanley 

L'Orange,  James 

M 

Maas,  John 
MacAllister,  Margaret 
MacElroy,  Charles 
MacManus,  Walter,  Co. 
McAdam,  George 
McManus,  Richard  &  Co. 
Metropolitan   Life   Insurance   Co. 

(The) 

Mt.  Carmel  Candle  Co. 
Mt.  Olive  Cemetery 


American  Surety  Co.,   (The) 
Astor,  C. 

Astor,  Charles,  (Mrs.) 
Astor,  Charles,  (Rev.) 
Astor,  Charles,  Co.  Inc. 

B 

Baron,  Charles  &  Bros. 
Baron,  Charles,  Ltd. 
Baron,  Charles  &  Sons 
Baron,,  Frank  &  Bros. 
Brooks  Bros.  Co. 
Brown's  Fruit  Store 

C 

Carter  Manufacturing  Co. 
Carver,  Edward,  M. 
Carver,  Frank 
Clark,  Benjamin 
Clark,  George,   (Jr.) 
Clark,  Samuel 
Clark,  William,   (Dr.) 
Clark,  William,   (Mr.) 
Clark,  William,   (Prof.) 
Clark,  William,   (Rev.) 
Cleveland,  Grover  Co. 
Columbia  University 
Cooper,  A. 
Cooper,  Alfred 
Cooper,  Samuel 
Crone,  John  E.  &  Co. 

D 
De  L'Eaux,  Mortimer 
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N  Trent,  J.  W.  &  Co. 

New  York,  City  of,  Trent  &  Trent 

Education  (Board  of)  Trent  &  Walsh 

0  Tyler,  Robert,   (Dr.) 

O'Malley,  Robert  U 

O'M alley    Walter  U.    S.    Government,   Agriculture, 

p  (Dept.)    Weather    Bureau 

Q  V 

Von  Raalte,  Sigmund 

w 
Royal  Mfg.  Co.  ,,,     ,  f    A11 

Ward  &  Allen 

Ward  and  Jones 

Scott,  Philip  Ward,  Jones  &  Peters 

Scripps  Booth  Co.  Warren,  George 

T  Warren,  Mary 

Talbot,  Frank  Warren,  S. 

Travelers'  Aid  Society  Warren,  S.  A. 

Treat,  J.  &  Co.  Inc.  Warren,  Sam 

Treat,  J.  W.  &  Co.  Winter,  Chas.  &  Co. 
Treat,  John,  Co.  XYZ 


ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  (a)  Find  the  net  profit  of  each  of  the  articles  listed  below, 
sold  by  the  Modern  Filing  Equipment  Co. 

(b)  What  per  cent  of  the  selling  price  is  the  net  profit  for 
each  article? 

Cost 

Selling      Cost  of     of  Basic      Net    Per  Cent 
Article  Price        Goods     Activities  Profit     of  S.  P. 

Box  files $1.25         $.75         $.25         

Card  box  files.     2.50  1.50  .75         

8-sectioned  card 

cabinet 8.00          4.80          2.40         

4-drawered  ver- 
tical file  cabinet  18.00          9.00          5.40         

Visible  file  ...     9.00          6.00          1.50         

GROUP  II 

1.  A  file  clerk  files  her  customers'  index  cards  carelessly  and 
when  required  to  find  a  card,  must  waste  time  and  energy  in 
locating  it.  She  is  constantly  rushed  in  her  work  and  is  worn 
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out  at  the  end  of  the  day.     To  save  her  strength  what  lesson 
must  she  learn?    How  will  she  save  time  in  the  long  run? 

2.  In  each  of  the  following  cases,  give  a  list  of  the  names  that 
may  be  prepared  for  a  card  index  file:    (a)   at  home,  by  your 
father,  your  mother,  or  yourself;  (b)  at  school,  by  the  librarian; 
(c)  in  a  wholesale  concern,  by  one  or  more  of  the  heads  of  depart- 
ments; (d)  in  a  town  or  city,  by  one  or  more  of  the  city's  depart- 
ment heads ;  (e)  in  a  newspaper  office,  by  one  or  more  of  the  edi- 
tors or  managers. 

3.  Take  several  pages  of  the  telephone  directory:  (a)  show  the 
ordinary  arrangement  of  ten  inverted  names,  each  of  which  il- 
lustrates a  different  rule  of  alphabetizing  in  the  inverted  order, 
as  given  in  lessons  2  and  3  of  this  unit;  (b)  illustrate  by  names 
found  on  the  directory's  pages  each  of  the  rules  of  alphabetizing 
that  pertains  to  alphabetical  order,  as  explained  in  lessons  2  and 
3  of  this  unit. 

4.  The  manager  of  the  purchasing   department  of  Allen  & 
Thurston  instructed  the  filing  clerk  to  prepare  a  new  and  up-to- 
date  Creditors'  File  (a  file  of  concerns  from  whom  the  company 
buys  its  supply  of  rugs  and  tapestries).    Write  each  name  on  the 
list  below  in  inverted  order  on  a  5"x3"  card  or  on  a  slip  of  paper. 
File  these  in  the  box  file  or  cabinet  drawer,  whichever  is  available. 

1.  Carter  Mfg.  Co.  21.  William  Brown  &  Bros. 

2.  Harry  J.  Albert  22.  Mt.  Vernon  Supply  Co. 

3.  Dunn  &  Co.  23.  Mrs.  Irene  Dunn 

4.  Marshall  Taylor  &  Co.  24.  Tudor  Tapestry  Co. 

5.  Jones,  Crawford  &  Co.  25.  George  S.  McFadden 

6.  7th  Ave.  Rug  Manufactur-     26.  Estate  of  Wm.  B.  Harrow 
ers  27.  Jones-Johnson  Rug  Co. 

7.  Richard  St.  James  28.  The  J.  R.  Stetson  Co. 

8.  John  McCaffrey  29.  James  O'Ryan 

9.  Philip  MacNulty  30.  Robert  Ward  &  Sons 

10.  J.  Albert  Allen  31.  H.  Joseph  Albert 

11.  Walter  Abbot  32.  The  Acton  Importing  Co. 

12.  Brown's  Rug  Co.  33.  T.  Allen  &  Sons 

13.  Joseph  A.  Stern  Rug  Co.         34.  Scripps-Townes  Co. 

14.  Delaney,  Inc.  35.  The  Quaker  Supply  Co. 

15.  Wilson  &  Mason  36.  Young  &  Warner 

16.  Maxwell  Ross,  Jr.  37.  Barton  Mfg.  Co. 

17.  J.  Albert  &  Co.,  Inc.  38.  George  White,  Ltd. 

18.  Wilson  &  Jones  39.  Frank  Taylor 

19.  Frank  De  Lamarre  40.  S.  A.  Taylor 

20.  Mr.  Walter  Abbot 
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LESSON  5 

FILING  OF  CORRESPONDENCE;  THE  ALPHABETIC 
METHOD 

The  filing  both  of  letters  received  and  the  duplicate  copies 
of  those  sent  out  plays  an  important  part  in  the  filing  activ- 
ity, not  alone  of  the  business  organization,  but  also  of  the 
individual.  Like  other  matters,  correspondence  should  be 
filed  in  such  a  way  as  to  make  it  easily  available  for 
reference. 

Problem  1.  As  a  filing  clerk  in  the  central  filing  department  of 
Allen  &  Thurston,  you  find  yourself  confronted  with  the  task  of  filing 
away  a  stack  of  letters  you  have  collected  from  the  various  depart- 
ments. How  do  you  proceed? 

First,  you  find  whether  all  the  letters  are  ready  for  filing 
and  if  not,  what  can  be  done  to  make  them  ready  for  filing. 
Then  you  ask  yourself  these  questions :  (1)  What  method  of 
filing  is  to  be  used?  (2)  Where  will  these  letters  be  filed? 
(3)  How  will  they  be  filed? 

To  demonstrate  the  procedure  to  be  followed  and  to  an- 
swer your  questions,  let  us  select  twenty  letters  from  the 
stack  you  collected,  ten  incoming  letters,  and  ten  carbon 
copies  on  yellow  paper  of  outgoing  letters. 

The  Alphabetic  Method  of  Filing 

In  filing  its  correspondence  the  firm  of  Allen  &  Thurston 
uses  the  alphabetic  system  of  filing.  You  will  therefore 
proceed  to  file  the  twenty  letters  at  hand  according  to  the 
procedure  prescribed  for  this  method  of  filing. 

Where  the  Letters  Are  Filed 

Filing  Units.  The  letters  are  filed  in  what  are  called  verti- 
cal filing  units.  A  vertical  filing  unit  consists  of  one  or  more 
steel  or  wooden  filing  drawers,  fitted,  when  there  are  more 
than  one,  either  one  above  the  other,  or  side  by  side,  into  a 
cabinet  made  of  the  same  material  as  the  drawers.  The 
cabinet  and  the  drawers  together  are  called  a  filing  unit. 
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As  you  can  see  in  the  illustration  below  a  filing  drawer  con- 
tains guide  cards  with  tabs,  and  a  number  of  manila  folders. 
What  are  these  "guides''  and  "folders"? 


Photo  by  Ewing  Galloway 
Filing  Drawer  with  Guides,  Tabs,  and  Folders 

Guides.  The  illustration  on  page  140  shows  a  set  of  al- 
phabetic guides.  These  guides  consist  of  a  series  of  stiff 
cards  (of  manila,  pressboard,  fiberoid,  etc.)  having  tabs 
that  project  above  the  tops  of  the  cards,  each  tab  bearing 
a  different  letter  of  the  alphabet,  from  A  to  Z.  These  tabs 
are  placed  in  what  is  called  a  "staggered"  arrangement.  For 
example,  the  tab  on  each  guide  is  placed  in  one  of  five  pos- 
sible positions  running  from  left  to  right  on  the  top  of  the 
card.  Tab  A  is  at  the  extreme  left  hand;  tab  B  is  at  the 
right  of  tab  A ;  tab  C  is  at  the  right  of  tab  B ;  tab  D  is  at  the 
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right  of  tab  C ;  until  tab  E,  finally  is  at  the  extreme  right 
of  its  card.  But  tab  F  is  again  at  the  extreme  left  hand  and 
the  movement  to  the  right  begins  all  over  again.  This  is 
repeated  in  every  five 
guides  until  the  end  of 
the  alphabet  is  reached. 
This  arrangement  of 
tabs,  as  you  can  see, 
makes  visibility  easier. 
Where  large  quanti- 
ties of  correspondence 
are  filed,  you  will  find 
each  guide  letter  divid- 
ed into  a  series  of 
primary  and  secondary 
guides.  Below  is  an  ex- 
ample of  a  detailed  di- 
vision of  the  letter  "D." 
A  detailed  division  of 
each  letter  of  the  alpha- 
bet may  be  used  for 
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Set  of  Alphabetic  Guides 


card  index,  as  well  as  for  correspondence  filing. 

D  Guide 
DA-DL  (Primary  guide) 

DA-DAB     (Secondary  guide) 

DAC-DAG 

DAH-DAJ 

DAK-DAM 

DAN-DAZ 

DEA-DEM 

DEN-DEZ 

DIA-DIF 

DIG-DIL 

DIM-DIR 

DIS-DIZ 
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DM-DZ  (Primary  guide) 
DOA-DOM  (Secondary  guide) 
DON-DOZ 
DRA-DRI 
DRJ-DRZ 
DUA-DUL 
DUM-DUR 
DUS-DUZ 
DWA-DWZ 
DYA-DYZ 


141 


Photo  by  Ewing  Galloway 

Attaching  Label  to  Vertical  File  Folder 

Folders.  To  keep  together  letters  of  the  same  origin,  or 
referring  to  the  same  matter,  there  are  separate  folders  be- 
hind each  of  the  guides.  The  folders  have  blank  tabs  cut  out 
at  the  top  on  which  a  firm  name,  etc.,  can  be  typed  or 
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printed.  Sometimes  a  label  with  the  name  already  typed  is 
pasted  on  the  tab  of  the  folder.  If  there  are  two  tabs 
only,  the  folders  are  said  to  have  two  "cuts"  on  a  line. 
Folders  may  have  3,  4,  or  5  "cuts"  on  a  line.  Illustration, 
page  141,  shows  the  method  of  attaching  a  label  to  a  verti- 
cal file  folder  "1/3  cut"  (3  cuts  on  a  line). 

When  you  begin  your  file  you  will  probably  place  a  single 
folder  known  as  a  "miscellaneous"  folder  behind  each  guide. 
As  soon  as  you  have  filed  five  or  six  letters  from,  or  to  the 
same  person,  in  a  "miscellaneous"  folder,  it  is  advisable  to 
make  an  "individual"  folder,  bearing  the  name  of  the  person 
and  to  remove  his  five  or  six  letters  from  the  "miscellaneous" 
folder  and  file  them  in  the  "individual"  folder. 

Where  a  large  number  of  guides  and  folders  are  used, 
one  vertical  drawer  may  contain  matter  filed  under  only 
half,  or  even  only  one,  of  the  letters  of  the  alphabet,  so  that 
a  number  of  drawers  or  even  units  will  be  required  for  the 
complete  file.  On  page  119  reference  is  made  to  a  "battery" 
or  series  of  units.  One  reason  for  such  a  series  should  be 
clear  to  you  at  this  time. 

How  the  Letters  Are  FUed 

Attached  to  the  incoming  letters  (you  have  selected),  you 
find  duplicates  of  the  outgoing  letters  ("file"  copies)  sent  in 
reply  to  them.  You  also  find  duplicates  of  outgoing  letters ; 
and  incoming  letters  alone,  which  required  no  replies,  or  to 
which  the  duplicate  answer  is  not  attached. 

The  detailed  procedure  used  in  filing  one  letter,  for  ex- 
ample, is  given  in  the  illustration  on  page  143.  The  numbers 
in  the  circles  indicate  the  order  of  the  "steps,"  which  are : 

L  Ascertaining  Release  for  Filing.  Initials  of  department 
heads  or  some  other  notation,  placed  in  the  left-hand  corner 
of  the  letter  page,  indicate  release  of  the  letter  for  filing. 
"File"  copies  need  no  initials.  Why? 

2.  Reading.  Each  letter  is  read  to  find  out  under  what 
name  it  is  to  be  filed. 
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3.  Indexing.  The   important   name   or   subject   is   deter- 
mined. 

4.  Coding.  When  a  letter  is  a  part  of  the  incoming  mail,  it 
is  indexed  and  coded  by  underlining  the  name  of  the  firm  on 
the  letterhead,  or  the  signature  at  the  end  of  the  letter,  or  a 
name  appearing  in  the  body ;  when  outgoing  mail,  the  name 
of  the  person  or  firm  addressed  or  a  name  in  the  body  of  the 
letter  is  underscored.  Other  methods  of  coding  will  be  stud- 
ied under  subject  filing. 

5.  Sorting.   The  letters  are  assorted  in  strict  alphabetical 
order,  according  to  the  rules  of  alphabetizing.  The  inverted 
order  of  name  is  used. 

6.  Actual  Filing.  The  letters  are  filed  in  their  individual 
or  miscellaneous  folders,  with  the  letterhead  to  the  left, 
placing  those  of  later  date  on  the  top  of  the  pile.    In  the 
miscellaneous  folder,  letters  are  alphabetically  arranged, 
with  the  latest  date  to  the  front,  for  each  correspondent. 

Two  additional  steps  may  be  necessary  between  steps  4 
and  5.  These  two  steps,  cross  reference  and  following-up 
are  explained  in  a  later  lesson. 

Suggestions  and  Comments 

1.  If  there  are  a  large  number  of  letters  to  file,  it  would 
be  useful  to  be  provided  with  a  sorting  tub.   The  sorting 
tub  will  help  to  make  your  filing  accurate  and  speedy.    You 
roughly  sort  your  filing  material  alphabetically  in  the  "tub" 
and  then  transfer  it  to  the  regular  filing  drawer.   Where  a 
sorting  tub  is  not  available,  you  can  make  a  preliminary 
sorting  of  the  letters  by  dividing  them  into  24  letter  groups 
on  the  top  of  the  desk.    (The  last  group  is  for  XYZ  corre- 
spondence.) 

2.  The  folder  should  be  raised  or  removed  from  the  file 
before  placing  letters  in  it. 

3.  Remember  to  place  the  miscellaneous  folders  behind 
the  individual  folders  after  the  letter  guides  in  the  filing 
drawers. 
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4.  Avoid  breaking  the  tabs  on  guides  and  on  folders,  by 
handling  them  carefully  by  the  sides,  not  the  tabs. 

5.  Try  not  to  use  pins  or  even  clips  for  attaching  en- 
closures, etc. ;  stapling  by  machine  is  preferable. 

6.  Do  not  overcrowd  folders.  An  "individual"  folder  for 
each  month  may  be  used,  or,  if  necessary,  matter  which  is 
no  longer  active  may  be  transferred  to  the  "inactive"  file. 

Summary 

In  filing  correspondence,  the  alphabetical  system  is  the 
one  most  commonly  used.  Vertical  filing  drawers  are  the 
permanent  receptacles  of  the  letters  filed.  Each  vertical 
filing  drawer  contains  guides,  with  alphabetical  tabs  and 
folders,  both  "individual"  and  "miscellaneous."  Some  of  the 
steps  necessary  in  filing  correspondence  are:  (1)  ascertain- 
ing release  for  filing,  (2)  reading  of  the  letter,  (3)  index- 
ing, (4)  coding,  (5)  sorting,  (6)  filing  in  folders. 

Business  Vocabulary 

duplicate  secondary  demonstrate 

correspondence        privacy  vertical 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  1 

1.  The   file  clerk  of  the   Universal   Trading   Co.   purchases: 
500  Index  Cards  @  20c  per  C  (100) 

1000      "          "     ,  large  @  30c    "     " 

3  Sets  of  Alphabetic  Guides       @  $1.50  a  set 
500  Manila  Folders,  y3  cuts  @     1.25  per  C. 

Find  the  total  cost  of  these  supplies. 

2.  How  much  is  the  saving  in  buying  2000  5"x3"  index  cards 
at  $2.50  per  M,  rather  than  at  30c  per  C? 

GROUP  II 

1.  In  the  summary  of  this  lesson  six  steps  are  indicated  as 
necessary  in  the  alphabetical  filing  of  correspondence.  What  would 
be  the  effect  of  carelessness  in  any  one  of  the  steps  ?  Why  should 
a  filing  clerk  form  the  habit  of  carrying  out  each  step  systemati- 
cally and  accurately? 
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2.  The  file  clerk  leaves  for  her  two  weeks'  vacation.   A  substi- 
tute is  placed  in  charge  of  the  files  during  that  period.    What 
responsibility  has  the  regular  file  clerk  towards  her  firm  and 
towards  the  substitute  clerk?    What  attitude  on  the  part  of  the 
regular  file  clerk  will  help  in  making  things  run  smoothly  during 
her  absence? 

3.  Ten  letters  were  collected  by  the  filing  clerk  of  Allen  & 
Thurston  from  various  departments.    Each  letter  had  at  the  top 
left-hand  corner  of  the  page,  the  initials  of  the  head  of  the  de- 
partment and  the  notation,  "release  for  filing."   The  filing  clerk 
read,  indexed,  and  coded  the  letters  for  filing.   The  letters  below, 
with  asterisks,  were  answered  by  the  respective  heads  of  the  de- 
partments.   The  names  of  the  individuals  and  firms  from  whom 
the  letters  were  received  and  a  summary  of  their  contents  are  as 
follows : 

Name  Contents 

*1.  Charles  S.  Stewart  Application   for  position   as   clerk. 

*2.  Dayton  &  Walsh  Request    for    an    appointment    for 

their  salesman. 

*3.  W.  B.  Davis  &  Co.,  Inc.  Letter  ordering  goods. 

4.  Edwin  B.  Dyer  Co.  Letter,  and  catalogue  of  their  stock. 

5.  The  Dinard  Co.  Statistical  letter  with  circulation  of 

newspaper,  etc. 

*6.  Paul  Hammond  Customer  inquiring  about  prices  on 

larger  quantities. 

7.  Drummong  &  Taylor        Letter  stating  change  in  some  of  its 

prices. 

*8.  Jefferson  Electric  Co.       Letter    with    suggestions    for    im- 
proving office  lighting. 

*9.  Dunbar  Insurance  Co.      Letter  regarding  cancellation  of  an 

insurance  policy. 

*10.  S.  L.  De  Voy  &  Sons         Letter    answering    an    inquiry    re- 
garding a  customer. 

(a)  Sort  the  letters  preparatory  to  filing  by  writing  the  names 
of  the  firms  or  individuals  in  the  inverted  order.    Arrange  the 
letters  in  alphabetical  order. 

(b)  Write  after  each  name  the  guide  letter  behind  which  the 
letter  is  to  be  filed. 

(c)  Indicate  behind  what  detailed  division  guide  of  the  letter 
"D"  each  of  the  pieces  of  correspondence  under  "D"  should  be 
filed.   See  pages  140,  141  for  Letter  D  division  guides. 

(d)  Name  the  department  head  who  replied  in  the  case  of  each 
of  the  above  letters  marked  with  an  asterisk. 
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(e)  Give  a  single  reason  why  each  of  the  unstarred  letters  was 
not  answered, 

(f)  Pick  out  the  letters  to  which  "file"  copies  of  replies  were 
attached. 


The  letters  needed  to  solve  this  problem  may  be  prepared  on  the 
typewriter.  For  practice  in  filing  a  vertical  file  cabinet  should  be  used. 
The  drawers  of  the  teacher's  desk  can  be  used  as  a  vertical  file. 


LESSON  6 

OTHER  METHODS  OF  FILING 
Geographical  Filing 

Problem  1.  The  firm  of  Allen  &  Thurston  sells  goods  to  many 
stores  in  almost  every  large  city  in  the  country.  The  sales  manager 
wishes  to  keep  a  record  of  customers,  not  only  according  to  name, 
but  also  according  to  location.  What  system  of  filing  other  than 
alphabetical  suggests  itself? 

Duplicates  of  the  cus- 
tomers' alphabetical  file 
cards  (prepared  in  Les- 
son 4)  are  arranged  in  a 
geographical  card  file. 
The  primary  guides  in 
this  file  have  the  names 
of  cities  typed  or  print- 
ed on  their  tabs,  and  in 
back  of  them  are  sec- 
ondary sets  of  guides,  al- 
phabetically tabbed.  Cus- 
tomers' cards  are  sorted 
first  by  locality,  and  then 
alphabetically.  Thus,  if 


Courtesy:  Shaw-Walker 

Geographical  File 


the  sales  manager  wishes  to  send  advertising  material  to 
customers  in  certain  cities  only,  the  filing  clerk  can  get  the 
names  readily  from  the  cards  alphabetically  arranged  be- 
hind the  guides  of  those  cities. 
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Problem  2.  A  newspaper  has  subscribers  in  every  state  of  the 
Union,  and  in  all  the  principal  cities  and  towns  of  each  state.  In 
mailing  newspapers,  speedier  and  more  efficient  delivery  can  be  ob- 
tained by  grouping  together  all  those  subscribers  living  in  the  same 
city  or  town.  How  can  this  be  accomplished? 

The  subscribers'  index  will  be  geographically  arranged, 
first  by  states,  and  secondly  by  cities  and  towns.  Then  the 
subscribers'  cards  are  arranged  in  alphabetical  order  behind 
the  city  and  town  guides.  The  illustration  on  page  147  is  a 
picture  of  a  geographical  subscribers'  index  file  in  a  news- 
paper office. 

Correspondence  also  is  sometimes  filed  geographically. 
For  example,  the  sales  manager  may  wish  to  know  which 
stores  in  each  of  the  various  cities  responded  to  the  circulars 
sent  them.  To  have  convenient  access  to  this  information  he 
would  have  a  geographical  correspondence  file  installed  to 
hold  the  letters  received. 

Subject  Filing 

Problem  3.  The  purchasing  department  of  a  wholesale  stationery 
concern  is  interested  in  the  contents  of  certain  letters  it  has  received. 
The  letters  describe  types  of  merchandise  or  equipment  being  offered 
for  sale  by  various  firms.  The  purchasing  department  is  not  satisfied 
to  have  the  letters  filed  alphabetically,  as  it  will  be  difficult  to  get 
together  all  the  letters  pertaining  to  each  type  of  merchandise  or 
equipment  whenever  the  purchasing  agent  considers  making  a  pur- 
chase. What  system  of  filing  will  the  purchasing  department  require? 

Evidently  a  third  system  will  be  arranged,  which  is  ac- 
cording to  the  subject  of  the  correspondence.  This  is  called 
subject  filing. 

Subject  Filing.  The  purchasing  department  of  this  whole- 
sale concern  is  interested  in  such  articles  as  dating  stamps, 
numbering  machines,  envelopes,  pencils,  etc.  The  primary 
guides  in  the  proper  subject  file  will  bear  the  names  of  these 
subjects.  Back  of  the  guides  price  lists  will  be  filed;  also 
catalogues  and  letters  with  quotations,  etc.  The  names  of 
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CROSS   REFERENCE   SHEET 


Dating  Stamps 


manufacturers  and  dealers  in  office  equipment  and  station- 
ery, etc.,  will  appear  on  the  price  lists,  catalogues,  and  let- 
ters. In  coding  letters  for  sorting  and  filing  in  the  subject 
file,  the  word  or  words  in  the  letter  indicating  the  article  in 
question,  and  therefore  the  subject  under  which  the  letter  is 
to  be  filed,  will  be  underlined. 

Cross  Reference  Sheet.   At  times  it  may  be  necessary  to 
refer  to  the  firm  name,  as  well  as  the  subject  of  a  letter.    If 

the  letter  is  filed  al- 
phabetically accord- 
ing to  the  firm  name, 
there  must  be  a  re- 
minder in  the  sub- 
ject file  of  the  item 
the  letter  mentions. 
Therefore  in  the  lat- 
ter file,  under  the 
proper  sub  j  ect  guide, 
a  cross  reference 
sheet  is  inserted, 
which  calls  atten- 
tion to  the  contents 
of  the  letter  filed  in 
the  alphabetical  file 
and  indicates  under 
what  firm  name  the 
letter  can  be  found. 


Price  quotations 


SEE 


On     this 


page     is 

shown  a  cross  reference  sheet  filed  under  the  subject  "Dat- 
ing Stamps."  It  refers  to  a  letter  alphabetically  filed  in  an- 
other file  under  the  firm  name  of  Graham  Stationery  Com- 
pany, and  dealing  in  its  contents  with  price  quotations  on 
dating  stamps. 

Mother  may  keep  a  subject  file  of  her  recipes.  This  file 
will  have  headings  such  as  meats,  pastries,  desserts,  jams 
and  jellies,  soups,  puddings,  candies,  vegetables,  etc. 
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Numerical  Filing 

Problem  4.  Each  depositor  of  the  Roosevelt  Savins  Bank  receives 
a  numbered  pass  book  with  his  name  upon  it.  The  bank  keeps  a 
record  of  each  depositor's  account  on  a  card  corresponding  in  num- 
ber and  name  to  the  bank  pass  book.  How  are  these  cards  filed? 

It  is  evidently  more  convenient  for  the  bank  to  file  these 
depositors'  cards  by  number.  Thus  the  Roosevelt  Savings 


Courtesy:  Remington-Rand 

Numerical  File 

Bank  and,  in  general,  all  savings  banks  use  a  numerical  sys- 
tem of  filing  their  depositors'  accounts.  Why  would  it  be 
more  difficult  to  find  a  depositors'  card  if  it  were  alphabeti- 
cally filed? 

Problem  5.  A  drug  store  fills  prescriptions  every  day  for  cus- 
tomers. These  prescriptions  must  be  filed  for  future  reference  should 
the  customer  wish  to  have  his  prescription  refilled.  How  should  the 
prescriptions  be  filed? 

Prescriptions  can  be  numbered  in  succession  and  pasted 
in  a  book  in  numerical  order,  or  filed  numerically  in  a  flat 
file,  like  the  Shannon. 

Later  on  you  will  learn  that  invoices,  purchase  orders, 
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etc.,  are  also  generally  numbered  and  placed  in  numerical 
files  for  convenient  reference. 

On  page  150  is  a  picture  of  a  numerical  file. 

Summary 

Matter  may  be  filed  according  to  (1)  alphabetical  (alpha- 
bet), (2)  geographical  (location),  (3)  subject  (subject), 
(4)  numerical  (number)  systems  of  filing.  Guides  and 
folders  are  used  for  all  systems  of  filing.  Cross  reference 
sheets  are  needed  when  letters  may  be  asked  for  under  two 
or  more  names  or  subjects. 

Business  Vocabulary 

geographical  numerical  principal 

subject  subscribers  primary 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  A  file  clerk  can  sort  and  file  250  cards  per  hour.    How  long 
will  each  of  these  filing  assignments  take:    (a)   750  cards,   (b) 
2500  cards,  (c)  1500  cards,  (d)  1000  cards,  (e)  375  cards? 

2.  At  the  rate  of  90  letters  per  hour,  how  long  will  it  take  to 
file   (a)   360  letters,    (b)   210  letters,    (c)    900  letters,    (d)   300 
letters,  (e)  225  letters? 

GROUP  II 

1.  A  firm  sells  jewelry  and  novelties  on  credit.     It  advertises 
extensively  by  mail  to  prospects  within  a  radius  of  five  miles 
from  its  store,  particularly  to  those  who  live  in  large  apartment 
houses.    What  kind  of  a  file  is  kept  of  the  names  circularized  ? 
What  kind  of  guides  would  you  expect  to  find  in  such  a  file? 

2.  The  manager  of  the  purchasing  department  of  a  wholesale 
office  furniture  concern  keeps  a  file  of  catalogues  and  price  lists 
received.     Under  what  subjects  might  the  file  containing  these 
catalogues  and  price  lists  be  arranged? 

3.  (a)    A  mail  order  house  selling  novelties  of  all  kinds  keeps 
customers'  index  files.    For  what  purposes  would  the  customers' 
names  be  arranged  in  a  geographical  file?  In  an  alphabetical  file? 

(b)  The  invoices  sent  by  this  mail  order  house  are  numbered 
in  consecutive  order.  By  what  system  would  you  expect  "file" 
copies  to  be  filed? 
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(c)  The    numerous    catalogues,    price    lists,    letters    quoting 
prices,  statistics,  etc.,  received  by  the  mail  order  house  require 
what  system  of  filing? 

(d)  The  purchasing   department   manager   receives   a   letter 
from  the  Excelsior  Toy  Mfg.  Co.,  announcing  a  proposed  increase 
in  the  price  of  two  items,  miniature  furniture  sets  and  singing 
dolls.     It  urges  immediate  orders  at  the  prevailing  lower  prices. 
The  manager  underlines  Excelsior  Toy  Mfg.  Co.,  miniature  fur- 
niture sets,  and  singing  dolls  and  releases  the  letter  for  filing. 
In  what  two  files  should  the  letter  be  represented?     In  which  of 
the  two  would  there  be  cross  reference  sheets?    Prepare  the  two 
cross  reference  sheets. 

4.  For  filing  purposes  at  home  what  method  of  filing  is  most 
used?    What  other  types  of  files  may  be  used  and  for  what  pur- 
poses ? 

5.  At  the  beginning  of  the  week,  the  numerical  file  of  sales 
orders  received  by  Bowers,  Rice  and  Truax  showed  288  as  the 
number  of  the  last  sales  order.   At  the  end  of  the  six-day  week, 
the  last  number  was  2208.  The  filing  clerk  spends  twenty  minutes 
per  day  filing  the  sales  orders. 

(a)  What  was  the  average  number  of  sales  orders  filed  each 
day? 

(b)  On  the  average,  how  many  were  filed  per  minute  by  the 
filing  clerk? 


LESSON  7 

WITHDRAWING  RECORDS  FROM  FILES  AND 
FOLLOW-UP  SYSTEMS 

In  the  first  lesson  of  this  unit,  the  two  chief  purposes  of 
filing  were  emphasized:  1.  The  systematic  disposal  of  mat- 
ter, 2.  The  convenient  accessibility  of  this  matter.  You  have 
been  shown  the  various  methods  of  disposing  of,  or  filing, 
cards,  letters,  catalogues,  etc.,  and  the  rules  followed.  Now 
we  shall  try  to  show  more  clearly  what  makes  necessary  the 
use  of  filed  matter,  and  to  show  also  the  methods  of  its  use. 
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Temporary  Transfer  of  Correspondence  and  Records 

Every  time  you  deposit  or  withdraw  money  from  your 
account  at  the  Roosevelt  Savings  Bank  the  teller  must  take 
your  depositor's  card  from  the  numerical  file.  Why?  The 
teller  makes  a  record  of  the  deposit  or  withdrawal  on  your 
card  as  well  as  on  your  bank  pass  book.  All  depositors'  cards 
referred  to  and  withdrawn  from  the  files  during  a  day  are 
placed  in  a  separate  tray  or  drawer  for  checking  purposes. 
When  a  customer's  card  has  been  temporarily  withdrawn, 


SUBSTITUTION  CARD 

NUMBER  NAME  OH  «UBJCCT 


Mil   AT  CXTMCMC   MIOHT  Of  POLMH 


DATES  OF  LETTERS 


Harris. Forbes  &  Co. 


Aur. 5.193- 


what  should  be  put  in  the  permanent  file  in  its  place  to  show 
that  it  is  "out"  and  not  "lost"?  An  "out"  card  or  with- 
drawal guide  is  used  for  these  temporary  transfers.  If  the 
card  were  permanently  transferred  from  the  file  and  placed 
in  an  "inactive"  file,  a  different  type  of  withdrawal  guide  in- 
dicating this  fact  would  be  used. 

When  a  letter  in  the  files  is  needed  for  reference,  the  filing 
clerk  is  instructed  to  take  it  out  of  the  files.  But  the  file 
clerk  is  expected  to  insert  an  out  guide  with  requisition  slip 
or  a  substitution  card  (see  illustration  above)  in  the 
place  of  the  letter  to  indicate  in  whose  hands  it  is  at  the 
time.  Substitution  cards  are  used  in  certain  offices  as  a 
part  of  the  follow-up  system.  Why  may  the  clerk  be  in- 
structed to  require  a  signature  on  the  withdrawal  slip? 
When  is  the  withdrawal  slip  taken  from  the  file? 

Permanent  Transfer  of  Correspondence  and  Records 

As  mentioned  in  a  previous  lesson,  when  correspondence 
folders  become  overcrowded,  it  is  wise  to  transfer  some  of 
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the  earlier  and  less  important  letters  to  an  inactive  or  so- 
called  "dead"  file.  This  permanent  transfer  gives  the  regu- 
lar or  active  file  more  space  for  important  and  current 
matter.  Some  concerns  make  such  permanent  transfer 
periodically,  annually 
as  a  rule,  or  every  six 
months.  Transfer  cases 
to  house  inactive  corre- 
spondence and  records 
are  much  less  expen- 
sive than  the  metal  or 
wooden  office  files  in 
constant  use  and  are 
manufactured  of  lower- 
priced  materials.  The 
old  guides  remain  in 
the  "active"  filing  cab- 
inets, and  new  fold- 
ers are  prepared.  The 
"filled"  folders,  both 
"individual"  and  "mis- 
cellaneous," are  taken 
out  as  a  whole  and 
placed  in  the  transfer 
cases  that  hold  the  "in- 
active" or  "dead"  files. 
The  transfer  cases  are 
kept  in  a  separate 
storeroom,  as  illustrat- 
ed on  this  page.  Look 
at  the  illustration  close- 
ly and  note  (1)  the 

great     number      Of     SeC-  Courtesy -.Oxford  Filing  Co. 

tions,   (2)  the  height  to  Transfer  Cases  for  "Inactive"  or 

which  they  run,  (3)  the  "Dead"  Files 
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use  of  running  ladders  to  reach  the  various  sections,  (4)  the 
economy  of  space. 

Follow-up  Systems 

Tabs  and  Signals.  As  office  clerk  in  an  insurance  broker's 
office,  you  are  expected  to  bring  to  your  employer's  notice 

all    policy    renewals   „ II1BII Bllll,,lllfflllll „ , , , Bga,,,,,!,^ .,. „ „« 

that  must  be  made 
each  month  for  his 
clients.  Every  month 
you  are  obliged  to 
remove  from  the  al- 
phabetical files  the 
cards  of  clients  whose 
insurance  expires  be- 
tween the  15th  of  the 
current  month  and 
the  15th  of  the  next 
month.  Why  is  it  ad- 
visable to  install  some  kind  of  system  that  will  enable  you 
to  ascertain  quickly  which  cards  are  needed,  without  being 
compelled  every  month  to  look  through  all  the  cards? 

One  method  is  to  place  at  the  top  of  each  card  a  colored 
tab,  which  will  indicate  by  its  color  in  what  month  of  the 
year  the  client's  policy  must  be  renewed.  Or  instead  of 
tabs,  colored  signals  can  be  attached  to  the  cards.  Glancing 
through  the  files,  you  then  select,  according  to  colors  of  the 
tabs  or  signals,  the  cards  needed  during  the  month.  The 
illustration  above  shows  the  use  of  colored  signals  as  a  re- 
minding device. 

Card  Ticklers.  In  some  insurance  brokers'  offices,  you 
may  not  find  the  tabs  or  signals  practical.  Why?  Because 
there  are  so  many  renewals  to  be  made,  you  may  over- 
look a  tab  or  signal.  Therefore  the  reminding  device 
used  is  a  card  tickler.  In  the  card  .file,  arranged  according 


Courtesy:  Shaw-Walket 

Colored  Signals 
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to  the  months  of  the  year,  the  card  of  each  client  is  be- 
hind the  month  guide  in  which  his  policy  must  be  renewed. 
Every  month  the  cards  back  of  the  current  month's  guide 
will  remind  the  j**^.  J8SSSB_ 

clerk  to  remove 
from  the  alphabeti- 
cal file  the  records 
of  those  clients 
whose  policies  are 
to  be  renewed.  See 
the  illustration  on 
this  page  for  a  pic- 
ture of  a  card  tick- 
ler. 

Card  ticklers 
might  be  used  in 
the  office  of  news- 


Court  esy : 
Remington-Rand 


Card  Tickler  File 


paper  or  magazine 
publishers  to  re- 
mind the  circula- 
tion department 
when  subscriptions  expire. 

Correspondence  Ticklers.  Certain  letters  that  are  received 
in  an  office  are  to  be  referred  to  at  a  later  date.  For  ex- 
ample, you  plan  to  notify  a  prospective  customer  of  a  special 
sale.  A  correspondence  tickler  will  remind  you  when  and  to 
whom  to  write. 

Ticklers  are  arranged  according  to  date,  and  vary  from 
a  complete  filing  system  to  a  simple  memorandum.  The 
daily  calendar  is  a  sort  of  tickler  to  keep  the  office  staff  re- 
minded of  what  is  to  be  done  during  the  day.  Another  kind 
of  tickler  is  the  memorandum  books,  used  by  salesmen,  doc- 
tors, lawyers,  who  keep  a  record  of  future  engagements 
or  appointments.  Why  is  the  dentist's  appointment  book 
a  kind  of  tickler?  All  ticklers  serve  to  remind  us  of  future 
tasks.  Why  is  it  so  important  then  to  consult  them  daily? 


THE   FILING   ACTIVITY  157 

Summary 

"Out"  cards  or  withdrawal  guides  are  used  to  indicate 
that  filing  material  has  been  removed  from  the  files.  Perm- 
anent transfers  of  "  inactive"  or  "dead"  letters  and  records 
to  transfer  cases  are  often  necessary  and  advisable  peri- 
odically. Tabs,  signals,  and  ticklers  are  reminder  devices. 

We  can  now  see  that  the  activity  of  filing  includes  (1) 
orderly  disposition  of  records;  (2)  locating  and  securing 
records  in  files  for  reference;  (3)  recalling  and  returning 
records  to  the  files;  (4)  transferring  records  to  "inactive" 
files. 

Business  Vocabulary 

withdrawals  advisable  reminders 

inactive  renewals 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  Index  cards  are  sold  at  retail  at  30c  per  100  and  at  whole- 
sale, at  $2.00  per  1,000.     During  the  course  of  the  year  the  firm 
of  S.  Walthers  &  Son  uses  20,000  index  cards.   What  is  the  sav- 
ing in  buying  at  wholesale? 

2.  What  is  the  cost  of  each  of  these  purchases  for  the  filing 
department  of  Thompson  &  Bros.  ? 

(a)  500  "cross  reference"  sheets  @  $  1.25  per  C. 

(b)  3,000  filing  folders  @     14.50  per  M. 

(c)  500  "out"  cards  @       1.50  per  C. 

(d)  50  alphabetical  guides  @     12.50  per  C. 

(e)  3/4  doz.  card  box  files  @       4.80  per  doz. 

3.  At  the  local  stationery  store  Mrs.  Cosgrove  purchases  300 
index  cards  at  25c  per  C,  and  200  folders  at  $1.50  per  C.     How 
much  change  does  she  receive  from  a  $10  bill? 

GROUP  II 

1.  Letters,  records,  contracts,  and  similar  matter  are  filed  care- 
fully for  possible  reference  for  legal  purposes  in  the  future.    How 
does  this  important  aim  of  filing  emphasize  the  need  for  a  strict 
check  on  withdrawals  from  files? 

2.  "Written  records  are  much  more  effective  than  oral  proof 
in  a  legal  action."  What  good  reason  for  an  efficient  filing  system 
does  this  statement  suggest? 
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3.  A  file  clerk  keeps  a  very  strict  check  on  material  drawn  from 
the  files.    How  does  this  attitude  demonstrate  a  sense  of  responsi- 
bility? 

4.  The  Johnson  Trading  Co.  purchases  the  following  supplies 
for  all  its  filing  purposes  for  the  year. 

25,000  index  cards  @  $  1.95  per  M. 

5,500  "cross  reference"  sheets        @       1.25  per  M. 
25  sets  of  guides  @       3.75  per  set. 

1,500  "out"  cards  @       1.75  per  M. 

2,500  filing  folders  @     14.60  per  M. 

500  gummed  folder  tab  labels      @       1.25  per  C. 
100  colored  signal  tabs  @         .25  per  doz. 

(a)  What  is  the  total  amount  spent  for  supplies? 

(b)  If  30%  of  the  supplies  are  unused,  find  the  cost  of  sup- 
plies used. 


UNIT  VI 
THE  BUYING  ACTIVITY 

LESSON  1 

GATHERING  INFORMATION  TO  BUY  MERCHANDISE, 
SUPPLIES,  AND  EQUIPMENT 

The  firm  of  Strong  &  Williams,  located  at  158  Fulton  St., 
New  York  City,  is  engaged  in  the  wholesale  stationery  busi- 
ness. This  firm  sells  stationery  and  supplies  for  use  in 
offices,  shipping  rooms,  homes,  etc.  In  the  next  five  Units, 
we  shall  follow  the  trading  activities  of  this  wholesale  con- 
cern in  detail.  Remember  that  the  trading  activities  of  a 
wholesale  concern  include  buying,  receiving,  stock  keeping,  * 
selling,  and  shipping. 

It  should  be  clear  that  buying  is  a  major  part  of  all  trad- 
ing activity.  Upon  its  efficient  buying  methods  depends  the 
ability  of  a  concern  to  sell  its  merchandise  at  the  "right 
price."  In  the  lessons  of  this  unit  the  methods  of  buying, 
as  they  are  carried  on  by  Strong  &  Williams,  will  be  studied 
in  detail. 

Need  of  Additional  Merchandise,  Supplies,  and  Equipment 

Problem  1.  On  April  5,  193-  George  White,  chief  stock  clerk, 
finds  there  is  an  insufficient  stock  of  the  following  items:  legal  size 
flat  envelopes,  wallets,  notebooks,  memorandum  books,  porcelain 
roller  envelope  sealers,  and  date  stamps.  On  the  same  date,  Frank 
Lyons,  chief  shipping  clerk,  discovers  that  a  new  supply  of  cartons, 
wrapping  paper,  and  twine  is  needed;  and  John  Clark,  the  office  man- 
ager, decides  to  buy  two  more  typewriters  and  several  vertical  filing 
cabinets  for  the  office.  How  do  these  department  heads  secure  the 
articles  they  need? 

The  articles  needed  are  bought  from  dealers  who  sell  the 
various  kinds  of  merchandise,  supplies,  and  equipment.  But 
the  actual  buying  is  not  done  personally  by  George  White, 
Frank  Lyons,  or  John  Clark.  The  entire  buying  activity  of 

159 
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Strong  &  Williams  is  in  the  hands  of  a  single  department — 
the  purchasing  department — whose  sole  business  is  that  of 
buying  for  all  departments.  No  matter  what  the  articles 
needed  are,  or  who  requests  them,  only  the  purchasing  de- 
partment has  the  authority  to  buy  them.  Because  of  this 
special  arrangement  for  buying  that  is  in  operation  in  the 
organization  of  Strong  &  Williams  three  questions  arise: 
(1)  How  will  the  various  departments  that  need  the  mer- 
chandise, supplies,  and  equipment,  notify  the  purchasing 
department  to  buy  these  goods  for  them?  (2)  How  will  the 
purchasing  department  determine  from  whom  to  order  the 
articles  needed?  (3)  How  will  the  ordering  be  done  by  the 
purchasing  department? 

Purchase  Requisitions 

The  request  for  stock,  supplies,  and  equipment  came  to 
the  purchasing  department  from  the  stock,  shipping,  and 


STRONG  &  WILLIAMS  Requisition 

NEW  YORK,  N.  Y. 
Purchase  Requisition 

Required  for  Dept.     Stock  Date April   5,    193- 

Advise   Mr.    White   on  delivery.    Delivery  Date..April   10,    193- 

Quantity Description 

20  M  Legal  Flat  String  Envel.,  9%xl2",  grade  16 

25  M  "     "     •       "    9%xl5",   »   16 

35  M  Flat  Wallets,  9"xl2" 

30  M  •      "     9"xl4" 

Requisition  placed  by 

"  of  Stock 
PURCHASING  AGENT'S  MEMORANDUM 

Purchase  Order  No Issued  to 

Date 193_ 
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office  departments  in  the  form  of  Purchase  Requisitions. 
The  following  are  the  five  requisitions  delivered  at  noon,  on 
the  day  mentioned,  to  the  desk  of  Frank  Evans,  the  pur- 
chasing agent.  (Note:  One  requisition  completely  filled 
out  is  shown  on  page  160.  The  information  for  the  remain- 
ing four  requisitions  is  presented  here  in  summary  form.) 

SUMMARY  OF  THE  FOUR  OTHER  REQUISITIONS  SENT  TO  FRANK 
EVANS,  THE  PURCHASING  AGENT,  ON  APRIL  5,  193- 


Req.  For  Advise  Deliv. 
No.  Dept.  on  Deliv.  Date 
402  Stock  Mr.  White  Apr.  9 


403  Stock      Mr.  White     Apr.  10 


Quantity 

Description 
25  gr.  Steno  Note- 

books,  3%"xT,  72 

pages 
30  gr.  Memo  Books, 

128  pages,  8"xll", 

hard  cov. 

50  doz.  Porcelain 
Roller  Envelope 
Sealers 

20  doz.  Date  Stamps 


Requisition 

Placed  by 

George  White 


George  White 


404  Ship-      Mr.  Lyons    Apr.  10       5  M  Cartons,  lMj"x     Frank  Lyons 
ping  l1/2"x21/2// 

20  Rolls  Kraft 
Wrapping  Paper 

20  doz.  India  Twine, 
No.  4 

405  Office      Mr.  Clark     Apr.  12      2  Royunto    Type-     John  Clark 

writers,  small 
carriage 

6  Vertical  Cabinet 
Files,  steel,  let- 
ter size,  4  draw- 
ers in  height 

Examining  these  requisitions,  we  see  that  by  means  of 
purchase  requisitions  No.  401,  No.  402,  and  No.  403,  the 
stock  department  notifies  the  purchasing  department  that 
it  wishes  certain  items  of  merchandise  to  be  bought.  Mr. 
Evans,  the  purchasing  agent,  must  buy  the  articles  specified 
in  the  quantities  indicated  by  the  requisitions.  In  the  same 
way,  purchase  requisitions  No.  404  and  No.  405  inform  the 
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purchasing  agent  what  supplies  and  equipment,  and  their 
quantities,  he  must  order  for  the  shipping  department  and 
the  office. 

Gathering  Information  Required  to  Fill  Purchase  Requisitions 

Question  2  of  our  problem  is :  "How  will  the  purchasing 
department  determine  from  whom  to  order  the  articles 
needed?"  (See  illustration  below.)  Let  us  see  what  takes 
place  after  purchase  requisition  No.  401  has  been  delivered 
to  the  purchasing  agent. 


WH€R€  TO  BUY  IT 

A  classified  index  designed  to  assist  buyers  in  locating 
the  name  of  the  manufacturer  of  a  given  product. 


Envelopes,  Folders 
and  Pockets 

Page 
Standard   Envelope  Mfgf. 

Co ,     52 

Baxter,  R.  H 51 

Waco  Paper   Corp 6 


Standard  Envelope  Mfcr. 
Co ,52 


Sections  of  Buyers'  Guide 

Before  he  can  place  the  order  for  the  goods  requisitioned, 
the  purchasing  agent  must  have  accurate  and  up-to-date 
information  about  the  buying  market.  He  must  know,  or 
be  able  to  find  out  quickly,  the  dealers  who  carry  adequate 
stocks  of  the  envelopes  and  wallets  needed  by  the  stock  de- 
partment. He  must  find  the  manufacturer  or  wholesaler 
who  will  deliver  the  goods  promptly  and  furnish  the  best 
merchandise  at  the  fairest  price  on  satisfactory  credit  terms. 

Where  will  the  purchasing  agent  obtain  all  this  informa- 
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tion?  Shall  he  immediately  request  price  quotations  from 
the  concerns  he  has  in  mind?  Perhaps,  but  this  is  not  the 
best  method.  Most  of  this  necessary  data  should  have  been 
collected  already,  examined 
and  filed  for  just  such  ref- 
erence as  is  needed  in  this 
case. 

Accordingly  the  purchas- 
ing agent's  assistant,  known 
as  the  order  clerk,  spends 
much  of  his  time  in  index- 
ing and  filing  vendors'  cat- 
alogues, bulletins,  hand- 
books, and  other  advertising 
materials.  These  materials 
are  generally  filed  in  vertical 
filing  drawers  and  arranged 
numerically,  each  catalogue, 
etc.,  having  been  given  a 
number. 

The  illustration,  this  page, 
shows  a  combination  vertical 
file  cabinet  containing  three 
drawers  which  hold  cat- 
alogues, and  two  smaller 
drawers  that  house  the  cross 
reference  index  to  the  cat- 
alogue file. 

Besides  filing  this  matter 
and  arranging  a  cross  ref- 
erence file  for  it,  the  order 
clerk  usually  keeps  two  ad- 
ditional card  index  files.  The 
first  one  arranged  alphabet- 
ically according  to  names,  '—  Photo  by  Ewing  Galloway 

holds    price    quotation    rec- 

,  ,  Combination  Vertical   Filing 

ords  with  names,  addresses,  Cabinet 
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and  selling  terms  of  vendors;  and  cross  references  to  the 
catalogues,  etc.,  from  which  the  data  has  been  derived.  The 
second  index  file  is  also  arranged  alphabetically,  but  accord- 
ing to  the  names  of  articles  of  merchandise.  On  each 
card  beneath  the  name  of  the  article  are  the  names  and 
addresses  of  the  dealers  who  supply  it.  On  pages  164,  165 
are  samples  of  the  cards  kept  in  these  two  files. 


Standard  Env.  Mfg.  Co.            2/10  n/30 

H.  &  U.  Equipment  Co.             2/10  n/60 

L( 

>gan,  Swift  &  Co.              2/10  n/60 

Earrlnan  Env.  Mfg.  Co*           2/10  n/30 
Lititz,  F*. 

Stock  #262  -  $9.75  M 

#263  -  11.00  M 

#280  -  15.40  M 

#281  -  15*75  M 

Cat.  pp.  40,  41,  62 
Sprlng-193- 

—  - 

Dealers'  Card  Index  File— Purchasing  Department 
Selecting  the  Firm  to  Fill  the  Order 

Assisted  by  the  order  clerk,  the  purchasing  agent  consults 
the  card  index  records  and  the  catalogue  files,  and  refers  to 
memoranda  of  price  quotations  recently  received  by  tele- 
phone. In  most  cases  the  order  clerk  will  collect  the  neces- 
sary data  from  the  files  and  submit  it  to  the  purchasing 
agent  in  summary  form  on  blanks  specially  printed  for  that 
purpose.  The  summary  contains  such  information  as  the 
names  of  firms,  addresses,  descriptions  of  merchandise, 
prices,  credit  terms,  and  related  matter.  After  carefully 
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studying  this  summary  and  comparing  price  quotations  the 
purchasing  agent,  in  the  light  of  his  past  experience,  is  in  a 
better  position  to  decide  for  the  best  interests  of  Strong  & 
Williams  where  to  place  the  order,  or  orders,  for  the  goods 
requested  in  purchase  requisition  No.  401.  As  a  result,  he 
orders  the  envelopes  and  wallets  from  the  Standard  Envel- 
ope Manufacturing  Company.  In  this  case,  it  happens  that 


Stenographer's  Notebooks               #188 

Porcelain  Roller  Envelope  Sealers        #357 



Me 

mo  Books                        #190 

Envelopes,  legal  flat  string  9-3/8"  x  12*   #280 

Ace  Envelope  Co.,  Springfield,  111. 
Harrlnan  Env.  Mfg.  Co.,  Lltltz,  Pa. 
Standard  Env.  Mfg.  Co.,  Worcester,  Mass. 

Stock  Card  Index  File— Purchasing  Department 

this  firm  can  supply  both  of  the  items  indicated  in  the 
requisition.  At  other  times,  however,  it  may  be  necessary 
to  place  two  or  more  different  orders  with  two  or  more 
firms  to  fill  a  single  requisition  in  which  more  than  one  item 
is  named. 

The  Standard  Envelope  Manufacturing  Company,  having 
been  decided  upon,  the  purchasing  agent  will  write  its  name 
on  requisition  slip  No.  401  in  the  blank  space  next  to  "Is- 
sued to."  The  order  clerk  is  then  directed  to  prepare  the 
purchase  order,  which  will  be  described  in  the  next  lesson. 
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The  purchasing  department  follows  a  similar  procedure 
in  placing  the  orders  to  fill  the  requests  indicated  in  pur- 
chase requisitions  No.  402,  No.  403,  No.  404,  and  No.  405. 

Summary 

The  buying  for  an  entire  firm  is  quite  often  done  by  the 
purchasing  department.  The  other  departments  inform  this 
department  of  their  needs  by  submitting  to  it  purchase 
requisition  slips  on  which  their  needs  are  noted.  In  charge 
of  the  purchasing  department  is  the  purchasing  agent  who, 
assisted  by  the  order  clerk,  determines  where  to  place  orders 
to  fill  requisitions.  As  a  necessary  preliminary  to  the  plac- 
ing of  orders,  these  steps  are  followed  by  the  purchasing 
department : 

(1)  Information  about  merchandise,  prices,  etc.,  is  gath- 
ered in  the  form  of  catalogues,  price  lists,  bulletins,  and 
quotations. 

(2)  This  information  is  filed  for  reference  in  special  files. 

(3)  From  these  and  other  sources  card  index  files  are 
prepared,  showing  the  types  of  merchandise,  price  quota- 
tions, catalogue  listings,  and  the  names,  addresses,  credit 
terms,  etc.,  of  vendors  (sellers  of  merchandise). 

Business  Vocabulary 

purchasing  requisitions  information 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  How  many  single  neckties  are  there  in  each  of  these  quan- 
tities stocked  by  the  Ralph  Parker  Haberdashery:    (a)   30  doz., 
(b)  60  doz.,  (c)  Sy2  doz.,  (d)  58/i2  doz.,   (e)  3V4  doz.? 

2.  How  many  dozen  lots  of  steel  bolts  can  be  made  out  of  these 
purchases  by  a  hardware  supplies  company?  (a)  8  gross,  (b)  12 
gross,   (c)   20  gross,   (d)  3  C,   (e)   6  M. 

3.  The  stock  department  of  Strong  &  Williams  requisitions 
the  following  quantities  of  merchandise:  (a)  60  doz.  manila  fold- 
ers,  (b)    120  doz.  pen  points,    (c)    72  doz.  pencils,    (d)    30  doz. 
bottles  of  ink,  (e)  144  desk  blotters.   In  gross  lots,  how  much  of 
each  is  to  be  bought? 


THE    BUYING    ACTIVITY  167 

4.  Fifteen  gross  of  belts  are  purchased  by  the  John  Lind 
Wholesale  Trading  Co.  and  sold  by  the  dozen  lots.  If  60  doz.  are 
sold,  how  many  dozens  are  left? 

GROUP  II 

1.  The  purchasing  agent  of  a  traction  company  receives  from 
the  Union  Steel  Co.  a  catalogue  which  quotes  prices.    Can  the 
purchasing  agent  send  in  an  order?     Why  is  Union  Steel  not 
bound  to  fill  the  order  at  the  prices  quoted? 

2.  Mrs.  Caspar  has  a  catalogue  from  the  Baker  &  Karden 
Mail  Order  House.   How  will  this  help  her  in  ordering  goods? 

3.  The  purchasing  department  of  Strong  &  Williams  receives 
purchase  requisitions  for  (a)  30  doz.  card  box  files,  (b)  3  M  firm 
letterheads  and  envelopes,   (c)   %  doz.  chairs  for  showroom  (d) 
2  office  desks,   (e)  250  gross  pencils,   (f)  2  M  application  blanks 
for  positions  in  the  firm.     Indicate  for  each  requisition  (1)   the 
department  sending  the  purchase  requisition,  (2)  the  reason  for 
the  requisition. 

4.  The  purchase  requisitions  of  a  firm  are  numbered  consecu- 
tively.    The  first  requisition  on  a  certain  Monday  is  numbered 
575,  and  the  last  on  the  Saturday  of  that  week,  742.    On  the  aver- 
age, it  takes  the  order  clerk  fifteen  minutes  to  gather  the  infor- 
mation for  a  requisition.    How  many  hours  does  he  spend  during 
the  week  in  collecting  information  for  all  the  requisitions?    How 
many  hours,  on  the  average,  does  he  spend  each  day  doing  this? 


LESSON  2 

ISSUING  ORDERS  FOR  MERCHANDISE,  SUPPLIES,  AND 

EQUIPMENT 

After  having  examined  the  ' 'buying"  information  sub- 
mitted to  him  by  his  order  clerk,  the  purchasing  agent  de- 
cided that  the  goods  required  in  requisition  No.  401  should 
be  ordered  from  the  Standard  Envelope  Manufacturing 
Company.  How  will  the  Standard  be  notified  that  Strong  & 
Williams  wishes  to  buy  merchandise? 
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Various  Methods  of  Placing  an  Order  with  a  Vendor 

The  notification  can  be  given  in  many  ways.  (1)  The 
purchasing  agent  may  telephone  the  order.  In  this  instance, 
however,  he  will  not  use  the  telephone  for  various  reasons. 
First,  because  the  order  is  not  a  "rush"  order.  (According 
to  purchase  requisition  No.  401,  the  goods  are  needed  by  the 
stock  department  within  five  days  of  the  date  of  the  requisi- 
tion.) Again,  a  telephone  call  is  more  expensive  than  a  let- 
ter. Furthermore,  the  Standard  Envelope  Manufacturing 
Company  will  require  a  written  order  in  addition  to  the 
telephone  call,  as  a  confirmation  of  the  order.  (2)  The  pur- 
chasing agent  may  decide  to  send  the  order  by  telegram. 
As  has  already  been  shown,  no  haste  is  necessary ;  thus  the 
expenditure  of  an  additional  amount  of  money  for  a  tele- 
gram is  not  warranted.  (3)  He  may  request  a  personal 
visit  from  a  salesman  of  the  firm  and  ask  him  to  bring 
samples  of  the  merchandise  wanted.  The  purchasing 
agent,  perhaps  with  the  aid  of  the  department  head  who 
has  made  the  requisition,  selects  the  items  and  places 
the  order  with  the  salesman  himself.  However,  wallets  and 
flat  envelopes  are  standard  types  of  merchandise,  and  an 
inspection  of  samples  is  not  required,  nor  a  special  visit 
by  the  salesman.  It  would  mean  unnecessary  delay  in  plac- 
ing the  order.  Since,  in  any  case,  a  written  confirmation 
of  the  order  is  required  by  the  vendor,  and  the  order  itself 
is  not  needed  urgently  enough  to  warrant  a  telephone  call, 
the  order  clerk  is  instructed  to  prepare  a  written  order  for 
mailing. 

Preparing  Purchase  Orders 

In  preparing  the  purchase  order,  the  clerk  sets  down  the 
details  specified  in  the  requisition  slip.  The  illustration  on 
page  169  shows  Purchase  Order  No.  367,  which  has  been 
prepared  on  a  typewriter  to  fill  Purchase  Requisition  No. 
401.  The  former  has  been  made  up  in  three  copies,  the  dis- 
position of  which  will  be  explained  in  the  next  lesson.  In  all 
three  copies  certain  typewritten,  as  well  as  printed,  infor- 
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mation  is  found.  The  typewritten  matter,  entered  by  the 
order  clerk  in  the  spaces  next  to  the  printed  headings  and 
in  the  other  spaces  provided,  is  as  follows : 


PURCHASING  AGENT'S  COPY 

Strong  &  Williams 


JN°     367 


RECEIVING  CLERK'S  COPY 

Strong  &_  Williams 


N°    367 


PURCHASE  ORDER 

Strong  &  Williams 


Standard  Envelope  Mfg.  Co. 
Worcester, 

Mass. 


367 


NEW  YORK.  N.  T. 

D«.    April  5,  193- 
»»i.  Warehouse 
swpvr.  Express 
w.«w  April  10,  193- 

T«M:     2/10,    n/30 
mkr  l.i  ik.  MUvtac: 


QUANTITY 

DESCRIPTION 

PRICE 

few 

20  M 

Legal  Flat  String  Envelopes      9|"  x  12", 
1    grade  16 

15.00 

M 

25  M 

Do                                                     9i"  x  15", 
grade  16 

15.50 

M 

35  M 

Flat  Wallets                               9"  x  12" 

9.50 

M 

30  M 

Do                                                9"  X  14" 

10.50 

M 

"*    . 

A. 

SSSSrT"      r^^t^L,^ 

TPurchaslng  ^cffaxr-^^.^ 

Purchase  Order  Form 
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1.  Number  of  the  purchase  order. 

2.  Date  of  the  order. 

3.  Name  and  address  of  the  firm  from  whom  the  goods 
are  ordered. 

4.  Shipping  instructions :  destination  of  shipment,  trans- 
portation method,  delivery  date,  etc. 

5.  Terms  of  credit. 

6.  Quantity,  description,  and  unit  price  of  each  item  or- 
dered. 

7.  Signature  of  purchasing  agent — to  be  entered  by  him 
after  the  purchase  order  has  been  typewritten. 

Besides  the  headings,  the  name  and  address  of  Strong  & 
Williams  are  printed  on  the  purchase  order  form,  as  well  as 
such  instructions  to  the  vendor  as  are  generally  necessary, 
no  matter  what  the  nature  of  the  order  may  be.  An  in- 
stance is :  "Orders  to  be  effective  must  be  made  out  on  this 
form  and  bear  an  authorized  signature."  The  presence  of 
printed  data  on  the  purchase  order  forms  saves  time  and 
prevents  omissions  in  the  preparation  of  orders. 

Two  other  points  must  be  kept  in  mind:  (1)  The  pur- 
chase order  number,  which  in  this  case  is  No.  367,  the  date 
the  goods  are  ordered,  and  the  name  of  the  vendor  concern 
are  entered  on  the  "Purchasing  Agent's  Memorandum" 
space  at  the  bottom  of  the  requisition  blank,  No.  401,  shown 
on  page  160.  (2)  The  purchase  requisition  is  then  filed  ac- 
cording to  number  in  the  "Filled  Requisition  File  or  Binder" 
instead  of  being  returned  to  the  "Unfilled  Requisition  File" 
from  which  it  was  withdrawn.  Why  is  it  necessary  for  the 
purchasing  department  to  keep  the  purchase  requisition  on 
file?  If  the  purchasing  agent  was  obliged  to  buy  the  envel- 
opes from  one  concern,  and  the  wallets  from  another,  why 
would  it  have  been  necessary  to  record  two  purchase  order 
numbers  on  the  purchase  requisition? 

Similarly,  the  order  clerk  prepares  in  triplicate  purchase 
orders  to  fill  requisitions  No.  402  and  No.  403.  Sometimes 
only  one  purchase  order  may  be  needed  for  two  or  more  pur- 
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chase  requisitions.  When?  The  order  clerk  must  remem- 
ber to  verify  the  presence  of  the  purchasing  agent's  signa- 
ture on  all  purchase  orders  before  they  are  mailed.  Large 
organizations  prefer  having  purchase  orders  typed  instead 
of  written  in  longhand.  Why?  Smaller  concerns  do  not  use 
their  own  purchase  order  forms.  They  send  in  their  orders 
typewritten  on  their  regular  letterhead  paper.  Sometimes 
they  use  printed  order  blanks  supplied  by  the  concern  selling 
the  merchandise. 

All  purchase  orders,  whether  for  stock  or  for  supplies  and 
equipment,  are  prepared  in  the  same  way.  Thus  the  proce- 
dure in  ordering  the  goods  requested  in  purchase  requisi- 
tions No.  404  and  No.  405  is  identical  with  that  followed  in 
the  case  of  requisitions,  No.  401,  No.  402,  and  No.  403. 

Summary 

Purchase  requisitions  are  taken  care  of  by  making  out 
purchase  orders  on  regularly  printed  purchase  order  forms. 
In  large  organizations  at  least  three  copies  of  each  order  are 
prepared.  Besides  printed  matter,  the  following  informa- 
tion is  set  down  in  every  purchase  order : 

1.  Date  and  number  of  the  purchase  order. 

2.  Name  and  address  of  the  concern  from  whom  the 
goods  are  ordered. 

3.  Shipping  instructions. 

4.  Terms  of  credit. 

5.  Quantity,  description,  and  unit  price  of  each  item  or- 
dered. 

6.  Signature  of  purchasing  agent. 

Business  Vocabulary 

preferable  triplicate  inclusive 

original  description 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  Strong  &  Williams  follows  the  practice  of  numbering  con- 
secutively each  purchase  order  issued.  From  the  tabulation  given 
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below  find  the  number  of  purchase  orders  that  were  issued  (a) 
each  day  (b)  during  the  whole  week: 

No.  Purch. 

Day  of  Week       First  Order  No.  Last  Order  No.  Orders  Issued 

Monday    136  154  ? 

Tuesday   155  170  ? 

Wednesday    171  188  ? 

Thursday 189  206  ? 

Friday 207  223  ? 

2.    Check  to  see  if  the  order  clerk  has  numbered  his  purchase 
orders  in  consecutive  order  each  day : 

Day  of   Week  First  Order  No.      No.  of  Orders  Prepared 

Monday    224  28 

Tuesday   252  19 

Wednesday    271  25 

Thursday 296  27 

Friday    323  18 

Monday    341 

GROUP  II 

1.  The  order  clerk  is  instructed  to  have  the  purchasing  agent 
sign  every  purchase  order.     What  is  the  legal  value  of  the  pur- 
chasing agent's  signature  to  the  firm  selling  the  goods  ordered? 
What  will  the  vendor  do  with  a  purchase  order  that  lacks  the 
signature  of  the  buyer  or  his  authorized  agent? 

2.  In  collecting  the  information  which  enables  the  purchasing 
agent  to  place  orders  for  the  best  interests  of  the  firm,  the  order 
clerk  makes  doubly  sure  that  every  item  is  correct.     What  does 
this  indicate  as  to  the  order  clerk's  understanding  of  his  respon- 
sibility?   What  attitude  on  his  part  produces  such  good  results.? 

3.  The  National  Department  Store  has  a  full-page  advertise- 
ment of  an  anniversary  sale  including  items  in  many  departments. 
How  may  Mrs.  Walter  Hubbell,  a  charge  customer,  place  an  order 
for  goods  without  actually  shopping?    An  order  form  is  printed 
in  the  advertisement  for  several  items.    What  use  will  she  make 
of  this  in  ordering  any  of  them?    If  she  finds  no  order  blank,  how 
may  she  send  a  written  order? 

4.  Prepare  purchase  orders  to  fill  purchase  requisitions,  No. 
402  and  No.  403  (see  previous  lesson),  on  the  basis  of  the  follow- 
ing information  gathered  by  the  purchasing  agent: 

Both  articles  in  purchase  requisitions  No.  402  are  to  be  bought 
from    the    Empire    Office    Supplies    Co.,    1209    Broati    Street, 
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New  York,  N.  Y.,  on  terms,  2/10,  n/60.  The  stenographer's  note- 
books are  priced  at  $3.25  a  gross  and  the  memo  books,  at  $4.50. 
The  last  purchase  order  number  was  No.  367.  The  porcelain 
roller  envelope  sealers  in  purchase  requisition  No.  403  are  to  be 
ordered  from  the  M.  &  U.  Equipment  Co.,  1290  Third  Avenue, 
New  York,  N.  Y.,  on  terms,  2/10,  n/60,  $6.25  per  dozen.  The  date 
stamps  are  to  be  ordered  at  $2.00  a  dozen  from  the  Peerless 
Office  Supplies  Co.,  15-17  West  Street,  Buffalo,  N.  Y.,  on  terms, 
2/10,  n/60,  and  are  to  be  shipped  by  fast  freight,  N.  Y.  C.  R.  R. 


LESSON  3 

PROCEDURES  FOR  FOLLOWING  UP  PURCHASE 
ORDERS 

We  have  seen  that  the  actual  purchasing  of  goods  in  or- 
ganizations as  large  as  Strong  &.  Williams  is  done  by  a  pur- 
chasing department.  The  responsibility  of  the  purchasing 
department  does  not  end  with  the  issuing  and  mailing  of 
purchase  orders.  After  an  order  has  been  sent  out,  it  must 
be  ascertained  whether  the  dealer  with  whom  the  order  was 
placed  has  accepted  it.  Moreover,  when  a  department  requi- 
sitioning merchandise  inquires  about  a  delay  that  may  have 
occurred  in  the  receipt  of  the  goods,  the  purchasing  depart- 
ment must  be  able  to  satisfy  the  inquiry  without  referring  it 
to  the  receiving  department. 

From  these  situations  it  is  evident  that  the  purchasing  de- 
partment's activity  cannot  end  with  the  placing  of  an  order. 
Therefore  it  is  of  the  greatest  importance  to  set  up  a  system 
in  the  purchasing  department  by  which  an  issued  order  can 
be  followed  up.  For  this  purpose  Strong  &  Williams'  buy- 
ing department  uses  two  methods  of  follow-up  that  are  very 
commonly  used  by  large  organizations.  These  will  be  de- 
scribed in  this  lesson. 

Files  and  Binders  for  Filled  and  Unfilled  Purchase  Orders 

It  has  been  noted  that  two  carbon  copies  of  each  purchase 
order  are  made,  providing  three  copies  in  all.  Some  firms 
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2.  Purchasing  Dept. 
— hr      Purchase   Order 


["Unfilled 


Order 
File 


Filled 
Order 
File 

Comparison 

I.   Depts. 
Needing  Goods 


Route  of  a  Purchase  Transaction 
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find  it  necessary  to  have  even  more  than  three  copies  made : 
for  example,  a  fourth,  a  bookkeeping  department  copy,  is 
often  prepared. 

Continuing  with  the  purchase  order  prepared  for  requisi- 
tion No.  401,  the  three  copies  are  disposed  of  in  the  follow- 
ing manner :  the  original  is  mailed  to  the  Standard  Envelope 
Manufacturing  Company;  carbon  copy  No.  1,  the  duplicate, 
is  forwarded  to  the  receiving  department;  and  carbon  copy 
No.  2,  the  triplicate,  remains  in  the  purchasing  department 
where  it  is  filed  alphabetically  in  the  "Unfilled  Orders  File" 
under  the  name  of  the  dealer  to  whom  the  order  was  issued. 
Examining  the  illustration,  "Route  of  a  Purchase  Trans- 
action" on  page  174  you  will  see  more  clearly  what  is  done 
with  the  original,  duplicate,  and  triplicate  copies  of  the 
purchase  order. 

When  notice  is  sent  from  the  receiving  department  that 
the  goods  have  been  received,  the  order  clerk  checks  the  re- 
ceiving record  against  the  copy  of  the  purchase  order  taken 
from  the  "Unfilled  Orders  File"  and  then  files  the  checked 
copy  in  the  "Filled  Orders  File."  Some  concerns  use  bind- 
ers to  file  the  "Filled"  and  "Unfilled"  purchase  orders. 

The  Purchase  Order  Register 

The  purchasing  department  of  Strong  &  Williams  has  a 
Purchase  Order  Register  prepared  to  enable  it  to  follow  up 
more  accurately  the  purchase  orders  it  has  issued,  the  re- 
ceipt of  the  goods,  and  other  information  about  the  orders. 
This  register  is  a  summary  record  of  the  purchase  orders 
and  is  in  a  form  more  convenient  for  checking  purposes. 

On  page  176  is  the  Purchase  Order  Register  in  which  is 
recorded  the  purchase  orders  for  the  first  three  purchase 
requisitions  received  on  April  5,  193-.  Note  the  kind  of 
information  entered  in  this  register: 

1.  Purchase  order  number. 

2.  Date  of  order. 

3.  Name  and  address  of  firm  from  whom  the  goods  have 
been  ordered. 
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4.  Date  acknowledgment  is  received  from  the  vendor. 

5.  Date  of  expected  arrival  of  the  merchandise  ordered. 

6.  Date  of  actual  receipt  of  goods. 

7.  Date  the  invoice  is  received. 


STRONG  &.  WILLIAMS 
PURCHASE  ORDER  REGISTER 

Month  of   tfa^Z.       193 


Date  of 
Order 


NuntofVendpr 


Item  No.  4  requires  some  explanation.  You  notice  that 
the  item  reads,  "Date  acknowledgment  is  received  from  the 
vendor."  This  date  is  written  in  on  the  day  the  purchasing 
department  gets  word  that  the  Standard  Envelope  Manu- 
facturing Co.  has  received  Purchase  Order  No.  367  and  ac- 
cepted it;  that  is,  on  a  certain  date  the  vendor  agrees  to 
ship  the  goods  on  the  conditions  indicated  in  the  order,  and 
acknowledges  the  order  by  letter  or  by  an  acknowledgment 
form.  This  acknowledgment  is  filed  for  further  reference. 

The  Buying  Activity  in  Retail  Stores  and  Smaller  Concerns 

Why  is  a  specialized  buying  activity  which  has  been  de- 
scribed in  this  unit  unnecessary  in  smaller  organizations 
such  as  "unit"  retail  stores?  Refer  to  Units  I  and  II  and 
notice  how  the  proprietor  of  the  retail  store  in  which  Paul- 
ine bought  her  school  supplies  did  his  buying ;  and  how  Mr. 
Turner  did  his  buying  for  his  shoe  store.  Why  do  large  re- 
tail organizations,  such  as  department  and  chain  stores, 
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often  find  need  for  the  use  of  requisitions,  purchase  orders, 
etc.? 

Summary 

The  three  copies  of  the  purchase  order  are  disposed  of  as 
follows:  the  original  is  mailed  to  the  vendor,  the  duplicate 
goes  to  the  receiving  department,  and  the  triplicate  remains 
in  the  purchasing  department  to  be  filed.  For  follow-up 
purposes,  the  purchasing  department  keeps  two  files  or  bind- 
ers for  purchase  orders:  (1)  the  Unfilled  Purchase  Order 
File  or  Binder;  (2)  the  Filled  Purchase  Order  File  or 
Binder.  The  Unfilled  Orders  are  filed  alphabetically,  while 
the  Filled  Orders  are  filed  numerically. 

The  Purchase  Order  Register  is  a  summary  record  of  the 
purchase  orders  on  file  and  is  of  convenience  in  keeping 
track  of  unfilled  orders,  filled  orders,  acknowledgments,  mer- 
chandise received,  and  invoices  received. 


Business  Vocabulary 

register 


permanently 


ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  The  purchase  order  clerk  of  Strong  &  Williams,  during  the 
course  of  a  five-day  week,  prepared  purchase  orders  for  purchase 
requisitions  No.  401-437  inclusive.  The  purchase  order  number- 
ing started  at  No.  367.  The  following  table  shows  the  number 
of  purchase  requisitions  from  which  purchase  orders  will  be  made. 


Column  1 

Column  2 

Column  3 

Column  4 

Column  5 

401 

403 

408 

414 

409  and  411 

402 

404 

410 

418 

421  and  422 

407 

405 

412 

419 

428  and  431 

413 

406 

415 

423 

432  and  433 

424 

420 

416 

429 

427 

426 

417 

434 

430 

425 

435 

437 

436 
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Each  of  the  purchase  requisitions  in  column  1  required  one  pur- 
chase order;  in  column  2,  two  purchase  orders;  in  column  3, 
three ;  in  column  4,  four ;  and  in  column  5  one  purchase  order  for 
each  two  requisitions, 

(a)  What  is  the  total  number  of  purchase  orders  prepared  dur- 
ing the  week? 

(b)  What  is  the  average  number  per  day? 

(c)  What  is  the  last  purchase  order  number? 

GROUP  II 

1.  On  April  6,  193-,  the  purchasing  department  of  Strong  & 
Williams  received  these  two  purchase  requisitions  from  the  stock 
department : 

Purchase  Requisition  No.  406 

Date,  April  6,  193- ; 

Department,  Stock ;  Requisitioned  by  George  White,  chief  stock 
clerk ;  Delivery  date,  April  9,  193-. 

Quantity  Description 

80  M Metal  Flap  Envelopes  No.    8,  5"     x  7V2" 

GO  M "      "          «        "ii,  7y2"xioy2" 

100  M Safety  Mailing  "  5"     xll" 

Purchase  Requisition  No.  407 
Date,  April  6,  193- ; 

Department,  Stock;  Requisitioned  by  George  White,  chief  stock 
clerk;  Delivery  date,  April  8,  193-. 

Quantity  Description 

50  M Document  Box  Envelopes,  9"     x3%" 

200  M Tag  Envelopes,  59  Ib.  No.  1  Jute,  S^'xG1/^ 

150  M "  "  "    "      "    "      "      33/8 "x6" 

The  Metal  Flap  Envelopes,  both  sizes,  in  requisition  No.  406, 
and  the  Tag  Envelopes,  both  sizes,  in  requisition  No.  407,  were 
ordered  in  purchase  order  No.  375  from  the  Harriman  Envelope 
Mfg.  Co.,  Lititz,  Pa.,  at  terms,  2/10,  n/60.  The  prices  per  thou- 
sand are  as  follows:  Metal  Flap  Envelopes  No.  8,  $10.65;  Metal 
Flap  Envelopes  No.  11,  $17.00;  Tag  Envelopes  SV^'xeVfe",  $5.00; 
Tag  Envelopes  3%"x6",  $5.45. 

In  Purchase  Order  No.  376,  the  Safety  Mailing  Envelopes  were 
ordered  from  the  Standard  Envelope  Mfg.  Co.  at  the  usual  terms 
(see  purchase  order,  page  169),  at  $12.40  per  thousand.  The 
Document  Box  Envelopes  requested  in  requisition  No.  407  were 
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ordered  from  the  Jackson  Mfg.  Co.,  255  Dearborn  Street,  Chi- 
cago, 111.,  at  terms  of  2/10,  n/60  at  $74.00  per  M.  Purchase  order 
No.  377  was  used. 

(a)  Prepare  the  three  purchase  orders. 

(b)  Enter  these  orders  on  a  purchase  order  register  similar 
to  the  one  shown  on  page  176. 

2.  The  regular  price  of  Tag  Envelopes  is  $5.00  per  M  for  the 
31/^"x61/2"  size,  and  $5.45  for  the  3%"x6".  The  Harriman  Envel- 
ope Mfg.  Co.  offers  a  5%  discount  on  purchases  of  300  M  or  over 
of  each  number.  Should  Strong  &  Williams  decide  to  buy  450  M 
of  the  first,  and  350  M  of  the  second,  how  much  money  would 
they  save?  Why  did  they  not  place  an  order  for  these  larger 
quantities  ? 


UNIT  VII 
THE  ACTIVITY  OF  RECEIVING  GOODS 

LESSON  1 

RECEIVING  GOODS  ORDERED 
Receiving  Goods  Delivered  by  Express  and  by  Truck 

Problem  1.  On  April  10,  193-  the  goods  ordered  from  the 
Standard  Envelope  Manufacturing  Company  by  the  purchasing  agent 
of  Strong  &  Williams,  on  Purchase  Order  No.  367,  are  delivered  by 
a  driver  of  the  Railway  Express  Agency,  Inc.  Another  shipment, 


Courtesy:  Addressograph-Multigraph  Corp. 

Receiving  Goods 

which  was  ordered  on  Purchase  Order  No.  368  from  the  Empire 
Office  Supplies  Company,  is  delivered  by  a  private  trucking  concern. 
How  does  the  receiving  clerk  employed  by  Strong  &  Williams  handle 
Hie  two  deliveries? 

We  shall  answer  this  question  by  observing  the  procedure 
demonstrated  in  the  following  playlet : 

180 
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"Receiving  Goods" 

SCENE  :  The  receiving  room  of  Strong  &  Williams. 

TIME:  April  10,  193-,  at  10  A.  M. 

CHARACTERS  :  RECEIVING  CLERK,  FRANK  ALLEN  ;  Driver  of 
the  Railway  Express  Agency,  Inc.,  EDWARD 
CUMMINGS;  TRUCKMAN  of  the  Universal 
Trucking  Co. 

EDWARD  enters  the  receiving  room,  carrying 
on  his  shoulder  a  carton  of  merchandise 
which  he  places  on  the  receiving  table. 

EDWARD:          Hello,  Frank. 

FRANK:  Hello,  Ed.    What  have  you  for  us  today? 

EDWARD  :  A  "lot  shipment"  of  six  cartons.  Here's  the 
first  carton. 

FRANK  :  Who  sent  them? 

ED:  (Looks  at  his  delivery  sheet) 

The  Standard  Envelope  Manufacturing  Com- 
pany. 

FRANK:  Any  charges? 

ED:  No,  the  shipment  is  prepaid. 

FRANK :  (Looks  through  his  Unfilled  Purchase  Orders 

and  selects  No.  367) 

That's  prompt  delivery,  all  right.  Just  on 
the  day  delivery  was  called  for. 

ED  :  What  else  would  you  expect  from  a  firm  that 

makes  as  many  shipments  as  they  do?  Nat- 
urally they're  on  time. 

(Places  his  delivery  sheet  on  the  receiving 
table  in  front  of  Frank  and  points  to  the  sig- 
nature line) 
Put  your  signature  there. 

FRANK:  Just  a  minute,  Ed.    This  sheet  calls  for  six 

cartons,  and  all  you've  brought  in  so  far  is 
one. 

ED  :  I'll  bring  the  rest  in  right  now. 

(Exit) 
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FRANK:  (As  Ed  brings  in  the  other  cartons) 

Put  them  here,  will  you. 

ED  :  (Again  hands  his  delivery  sheet  to  Frank  for 

signature) 

FRANK  :  (Before  signing,  he  counts  the  cartons) 

1,  2,  3,  4,  5,  6. 

(He  inspects  at  the  same  time  for  any  pos- 
sible damages) 
All  here,  Ed,  and  in  shape. 
(Signs  receipt) 

ED  :  Thanks,  Frank.    I'll  be  in  again. 

FRANK  :  So  long,  Ed. 

(Exit  Ed.    Frank  makes  a  notation  of  the 
delivery  on  the  "Incoming  Shipments"  Rec- 
ord explained  in  the  next  lesson) 
(Truckman  enters) 

TRUCKMAN  :     Is  this  the  receiving  department  of  Strong  & 
Williams? 

FRANK  :  Right.    What  have  you  for  us  ? 

TRUCKMAN:     Four  cartons  from  the  Empire  Office  Sup- 
plies Co.    They're  outside  in  the  truck. 

FRANK :  (Looks  through  his  sheaf  of  purchase  orders 

and  removes  No.  368.)    O.K.    Bring  them  in. 

TRUCKMAN:      (Goes  out  and  now  returns  with  his  helper 
carrying  the  four  cartons) 
Where  do  they  go? 

FRANK  :  Right  here,  please. 

(Points  to  receiving  tables) 

TRUCKMAN  :      (Places  cartons  on  the  tables  and  presents  his 
receipt  slip  for  signature.    See  illustration 
on  page  183.) 
Sign  here,  please. 

FRANK:  (Counts  the  cartons  and  notes  their  condi- 

tion) 
Correct. 
(Signs) 


In  good  order  the  /oUowing  articles: 


Addressed 
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TRUCKMAN  :     Thanks. 

(Exit) 

(Frank  notes  the  delivery  on  the  "Incoming 
Shipments"  Record  explained  in  the  next  les- 
son) 

In  the  playlet  we  see  that  certain  routine  conditions  and 
steps  were  followed  by  all  the  persons  who  took  part  in  the 

delivery  and  receiving 
of  the  goods  on  the  two 
purchase  orders:  (1) 
for  goods  over  a  cer- 
tain bulk,  deliveries  are 
made  either  by  a  public 
express  company,  or  a 
private  trucking  con- 
cern; (2)  shipments  are 

received     in     receiving 
Truckman's  Receipt   Slip 

rooms    by   a    receiving 

clerk;  (3)  the  receiving  clerk  verifies  the  number  of  pieces 
received;  (4)  he  examines  the  cartons  or  packages  for  pos- 
sible damage;  (5)  he  signs  a  receipt  each  time  a  shipment 
is  received;  (6)  he  knows  beforehand  what  orders  have 
been  sent  out;  (7)  he  enters  each  delivery  on  an  "Incoming 
Shipment"  Record.  Sometimes  goods  may  be  delivered  to 
ground  floor  receiving  platforms,  or  on  the  sidewalk  in 
front  of  the  concern's  place  of  business. 

Receiving  Freight  Shipments  (Railroad  and  Steamship) 

On  April  10  Strong  &  Williams  receives  a  notice  by  mail 
from  the  New  York  Central  Railroad  Company  that  goods 
shipped  to  them  by  freight  from  the  Peerless  Office  Sup- 
plies Co.,  Buffalo,  New  York,  have  arrived  and  are  being 
held  at  the  freight  yards.  On  page  184  is  a  picture  of  this 
notice,  known  as  an  Arrival  Notice. 

After  signing  the  delivery  order  form  printed  at  the 
bottom  of  the  arrival  notice  (see  illustration  on  page  184), 
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the  receiving  clerk  telephones  the  trucking  firm  of  John  J 
Duane  &  Son,  City,  and  instructs  it  to  call  at  the  freight 
depot  and  pick  up  the  shipment  referred  to  in  the  arrival 
notice.  The  truckman  takes  the  arrival  notice  to  the  freight 
station  and,  after  signing  the  delivery  receipt  —  a  copy  of 


ff          THE  NEW  YORK  CENTRAL  RAILROAD  COMPANY       •-. 
l  A  MICHIGAN  CENTRAL  RAILROAD  Dft 

1  V  CLEVELAND.  CINCINNATI.  CHICAGO  &  ST.  LOUIS  RY. 


For  Charges  on  Articles  Transported: 
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ES  AND  MARKS 


IOHT       i      R*!E      j     fRtlOHT 


Two   (2)   Cases  Date  Stomp* 
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ADVAMCLS     !      PRCPAIO  TO  COLLECT 


1.53 


nCCORD 

4/9    *- 


CilKL4aj-=J 


Courtesy:  N.  Y.  Central  R.  R. 

Arrival  Notice  (Delivery  Order  Form  at  Lower  Right) 

the  arrival  notice  (see  illustration  on  page  185)  — 
gives  it  to  the  freight  agent.  He  then  transfers  the  ship- 
ment to  his  truck  and  delivers  it  to  the  receiving  room  of 
Strong  &  Williams.  If  goods  are  shipped  by  boat  an  arrival 
notice  will  be  received  from  the  steamship  company,  and 
the  truckman  will  then  call  for  the  goods  at  the  pier  where 
the  boat  has  docked,  instead  of  at  the  railroad  freight  depot. 

Receiving  Goods  Delivered   by   Parcel  Post  and  by  Special 
Messenger 

Packages  may  also  be  delivered  in  person  or  by  truck,  by 
a  letter  carrier  from  the  local  post  office,  or  by  an  errand 
boy  when  the  firm  supplying  the  order  is  in  the  same  city  or 
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nearby.  In  such  cases  the  packages  are  usually  small  in 
bulk.  The  parcel  post  carrier  does  not  require  a  receipt  for 
an  ordinary  parcel  post  package.  Why? 

Receiving  Platforms  and  Receiving  Room  Equipment 

Goods  are  delivered  to  Strong  &  Williams,  not  only  in  car- 
tons and  packages,  but  also  in  wooden  packing  cases.  There- 
fore, the  receiving  clerk  will  need  case  openers  (devices  for 
pulling  nails),  chisels,  hammers,  knives,  wire-cutters,  etc., 
close  at  hand. 


PrlMM  in  U   S.  A. 
CONSIGNEE 
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Courtesy:  N.  Y.  Central  R.  R. 

Freight   Delivery  Receipt 

Packages,  cartons,  and  cases  are  placed  on  receiving  tables 
or  counters,  and  the  goods  removed  from  them  are  piled  on 
other  tables  or  put  into  specially  constructed  bins.  Hand 
or  electric  trucks  are  used  to  transfer  bulky  merchandise 
from  the  freight  entrances  and  elevators  to  the  receiving 
room,  and  from  there  to  the  various  departments.  Concerns 
that  receive  many  bulky  shipments  often  build  special  re- 
ceiving platforms  outside  the  receiving  rooms  to  facilitate 
the  direct  transfer  of  goods  from  the  motor  truck  to  the 
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receiving  room.  When  the  merchandise  handled  is  valued 
according  to  weight,  weighing  platforms  with  large  scales 
attached  are  installed,  as,  for  instance,  in  coal  companies. 
The  latter  also  use  large  scoops  or  shovels  operated  by  pul- 
leys to  transfer  coal  from  freight  cars  and  barges  to  the 
coal  pockets  which  are  the  "receiving  rooms." 

Summary 

Incoming  shipments  are  delivered  to  the  receiving  de- 
partment of  the  buying  concern  by  express  companies,  pri- 
vate trucking  companies,  parcel  post  carriers,  and  errand 
boys.  Goods  delivered  at  a  freight  station  or  pier  are  called 
for  by  the  consignee  upon  receipt  of  an  "Arrival  Notice" 
from  the  railroad  or  steamship  line.  A  signature  or  receipt 
for  goods  received  is  required  by  all  delivery  agencies  ex- 
cept the  parcel  post  carrier,  and  even  he  may  request  a  re- 
ceipt in  certain  cases.  Often  receiving  room  employees  need 
special  equipment  and  tools  to  enable  them  to  handle  ship- 
ments efficiently. 

Business  Vocabulary 

procedure  cartons  conveyors 

dialogue  chisels  condition 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  Find  the  total  number  of  shipments  received  by  Stern  and 
Everett  during  the  month  of  May,  193-,  from  all  the  sources 
given  below: 

Express:  36  deliveries 

Freight  (train)  :  48 
(boat)  :    16 

Parcel  post :  59         " 

Truck:  18 

Errand  boy:  7          " 

2,  During  the  month  of  October,  193-  the  purchasing  agent  of 
the  Conboy  Trading  Co.  received  379  requisitions  from  all  de- 
partments.   In  preparing  the  purchase  orders  to  fill  these  requi- 
sitions, it  was  found  that  296  requisitions  required  one  purchase 
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order  only,  36  required  two,  29  required  three,  and  18  required 
four.  The  first  purchase  order  was  numbered  596,  what  was  the 
number  of  the  last? 

GROUP  II 

1.  A  firm  has  received  an  arrival  notice  from  a  railroad  freight 
office  that  goods  directed  to  it  have  arrived  at  its  freight  depot. 
Why  should  the  railroad  give  the  firm  reasonable  time  in  which 
to  get  the  goods  without  making  a  charge  for  storage  ?   What  do 
you  consider  a  reasonable  time? 

2.  A  concern  that  closes  at  5  P.  M.  has  a  sign  on  its  receiving 
platform,  "No  deliveries  after  4  P.  M."   What  reason  may  there 
be  for  such  a  regulation? 

3.  How  do  customers  receive  goods  delivered  to  them  by  (a) 
the  department  store,  (b)  the  local  retail  shop? 

4.  An  analysis  of  the  record  of  deliveries  to  the  Acme  Trading 
Co.  for  the  year  shows  the  following: 

Express:  480  deliveries 

Freight:  1320 

Truck:  360 

Parcel  post:  168 

Errand  boy  72 

(a)   Freight  deliveries  are  what  per  cent  of  the  total  deliveries? 
(b)What  per  cent  of  the  total  deliveries  are  all  deliveries  other 
than  freight? 

(c)  How  do  your  figures  check? 

(d)  By  how  much  do  freight  deliveries  exceed  the  total  of  all 
other  deliveries? 

(e)  What  does  this  excess  of  freight  deliveries  indicate? 


LESSON  2 

UNPACKING,  CHECKING,  AND  DISTRIBUTING  GOODS 

RECEIVED 

Problem  1.  As  we  have  seen,  on  April  10,  1 93-,  the  receiving 
clerk  of  the  firm  of  Strong  &  Williams  has  received  several  shipments. 
The  first,  made  up  of  six  cartons  from  the  Standard  Envelope  Manu- 
facturing Co.,  is  delivered  by  the  Railway  Express  Agency,  Inc.  The 
second,  shipped  by  the  Empire  Office  Supplies  Company,  is  delivered 
by  a  private  trucking  concern.  The  third  and  fourth,  packed  in  cases, 
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are  from  the  M.  &  U.  Equipment  Company  and  the  Peerless  Office 
Supplies  Co.,  respectively.  What  is  done  with  these  incoming  ship- 
ments after  they  have  been  received? 

Record  of  Incoming  Shipments   (or  Receiving  List) 

To  keep  an  accurate  record  of  goods  received  as  well  as 
provide  for  efficient  checking,  the  receiving  clerk  enters  each 


STRONG  &    WILLIAMS 

INCOMING   SHIPMENT  RECORD 


/  Ct 


Record  of  Incoming  Shipments 

shipment  received  in  the  "Incoming  Shipment  Record"  or 
"Receiving  List."  Usually  the  entries  in  this  record  are 
made  before  the  goods  are  unpacked.  Above  is  an  illustra- 
tion of  the  incoming  shipment  record  kept  by  the  receiving 
clerk  for  the  day  in  question.  You  will  note  that  this  rec- 
ord contains  columns,  headed  as  follows  from  left  to  right : 
1.  Date  shipment  is  received. 

Purchase  order  number. 

Name  of  vendor. 

Number  and  kinds  of  packages  making  up  shipment. 

Gross  weight. 

Charges  (prepaid  or  collect). 

Method  of  shipment. 

Received  by  (name  of  receiving  clerk  or  one  of  his 
assistants) . 

9.    Remarks  (condition  of  packages,  etc.). 


2. 
3. 

4. 
5. 
6. 

7. 
8. 
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Unpacking  the  Goods 

With  small  hand  tools  the  receiving  clerk  proceeds  to  un- 
pack the  shipments  received.  To  slit  open  the  cartons,  he 
uses  a  sharp  knife  and  cuts  along  the  taped  surfaces  only. 
He  uses  a  nail-puller,  a  wire-cutter,  a  hammer,  and  a  chisel 
to  remove  the  tops  of  the  wooden  cases  and  takes  special 
pains  not  to  damage  the  contents.  If  packages  are  tied  with 
heavy  cord,  the  clerk  cuts  or  unties  the  cord  before  remov- 
ing the  wrapping  paper.  The  unpacking  is  usually  done  on; 
the  receiving  tables;  but  when  the  bundles  or  cases  are 
bulky,  it  is  done  on  the  floor. 

Checking  Goods  Received 

The  receiving  clerk,  having  removed  the  contents  of  each 
container,  places  the  merchandise  on  the  receiving  tables  or 
on  a  low  receiving  platform  and  attaches  whatever  "Pack- 
ing Slips"  were  enclosed.  He  is  careful  to  keep  separate  the 
contents  of  each  shipment.  The  quantities  received  are  then> 
checked  against  the  packing  slip,  a  copy  of  the  purchase 
order,  or  the  invoice.  To  illustrate  the  procedure  we  shall 
follow  the  receiving  clerk  as  he  checks  the  shipment  received 
from  the  Standard  Envelope  Manufacturing  Co.  First,  he 
counts  the  number  of  packages  of  envelopes  and  wallets  he 
has  removed  from  all  six  cartons;  and  secondly,  assuming 
that  each  package  contains  the  correct  number  of  envelopes 
or  wallets,  he  compares  his  totals  with  the  figures  on  his 
copy  of  the  purchase  order  (No.  367),  and  also  with  those 
on  the  packing  slips.  Some  concerns  use  special  blanks  for 
this  purpose,  on  which,  without  referring  to  the  purchase 
order  or  the  invoice,  the  clerk  sets  down  the  actual  quanti- 
ties received.  If  he  should  find  it  necessary,  the  clerk  will 
open  a  few  of  the  packages  to  test  for  the  correctness  of 
the  quantities  contained.  (Envelopes  and  wallets  are  usually 
packed  in  bundles  of  fifty  or  one  hundred.)  Now,  after 
having  counted  and  checked,  the  clerk  signs  the  "receiving 
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record"  section  of  his  copy  of  the  purchase  order  form. 
(See  illustration  on  page  169.)  He  enters  the  date,  April 
10,  193-,  next  to  the  date  heading,  and  his  name,  Frank 
Allen,  on  the  line,  "received  by."  Sometimes  the  printed 
headings  on  the  purchase  form  are  omitted.  A  rubber 
stamp  is  then  used.  The  verified  copy  of  the  purchase 
order  is  now  forwarded  to  the  purchasing  department, 
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where  it  is  kept  in  the  file  until  the  invoice  covering  it  ar- 
rives by  mail.  The  invoice  when  received  is  compared  with 
the  verified  purchase  order,  and  then  fastened  to  it.  Both 
are  sent  to  the  bookkeeping  department  for  recording  and 
payment. 

A  Separate  Receiving  Record 

To  notify  the  stock  department  that  the  goods  requested 
in  requisition  No.  401  have  arrived,  the  receiving  clerk 
makes  out  in  duplicate  a  "Receiving  Record"  form.  The 
original  accompanies  the  goods  to  the  stock  department, 
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and  the  duplicate  bearing  the  signature  of  the  stock  clerk 
is  filed  in  the  receiving  department.  See  illustration  on  page 
190  for  the  information  entered  in  the  Receiving  Record. 

Distributing  Goods  to  the  Stockroom 

The  receiving  clerk  now  delivers  the  unpacked  contents  of 
the  shipment  to  the  stockroom  of  the  stock  department  and 
obtains  the  signature  of  the  stockroom  clerk  on  the  dupli- 
cate of  the  receiving  record  which  is  to  be  filed  in  the  receiv- 
ing department.  This  signature  is  not  given  before  the 
stock  clerk  verifies  the  correctness  of  the  quantity  and  na- 
ture of  the  goods  he  receives. 

The  goods  ordered  by  requisitions  from  departments  other 
than  the  stock  department  are  unpacked,  checked,  and  dis- 
tributed in  the  same  way  as  the  shipment  received  from 
the  Standard  Envelope  Manufacturing  Co.  In  certain  estab- 
lishments all  items  of  stock,  supplies,  and  equipment  are 
stored  in  a  single  central  stockroom;  and  whenever  items 
are  needed  they  are  requisitioned  from  there  by  the  various 
departments. 

Summary 

An  incoming  shipment  record  is  kept  to  record  and  check 
all  merchandise  ordered  and  received  by  the  concern.  The 
cartons,  cases,  boxes,  etc.,  of  merchandise  received  are 
carefully  unpacked  and  their  contents  checked  with  the 
quantities  set  down  on  the  receiving  department's  copy  of 
the  purchase  order,  or  on  the  enclosed  packing  slips.  A 
separate  record  of  goods  received,  the  "Receiving  Record," 
is  also  prepared  in  duplicate  copies.  The  original  of  this  is 
forwarded  together  with  the  goods  of  the  shipment  to  the 
proper  department ;  and  the  duplicate  bearing  the  signature 
of  that  department's  clerk  is  filed  in  the  receiving  depart- 
ment as  a  receipt  for  the  goods  delivered. 

Business  Vocabulary 

together  proceeds 
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ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  A  large  carton  of  merchandise  has  been  received  from  the 
Jackson  Mfg.   Co.    The  purchase  order  covering  this   shipment 
calls  for  60  dozen  porcelain  roller  envelope  sealers.   The  receiving 
clerk  in  checking  the  shipment  finds  that  the  contents  are  36 
boxes,  each  containing  20  sealers.    What  error,  if  any,  does  he 
find  in  the  quantity  received? 

2.  The  following  goods  have  been  ordered:  30  M  flat  wallets, 
9"  x  12",  25  M  flat  wallets,  9"  x  14",  and  20  M  legal  size  flat  en- 
velopes.  The  goods  arrived  in  three  cases.    Upon  unpacking,  the 
flat  wallets  are  found  by  the  receiving  clerk  to  be  packed  in 
cartons  of  100,  and  the  legal  size  envelopes  in  boxes  of  200. 
Proceeding,  the  receiving  clerk  finds  that  300  cartons  of  flat 
wallets,  9"  x  12",  240  cartons  of  flat  wallets,  9"  x  14",  and  100 
boxes  of  legal  size  flat  envelope  are  contained.    What  errors,  if 
any,  are  there  in  these  quantities? 

GROUP  II 

1.  The  receiving  clerk  is  expected  to  count  goods  received 
after  unpacking.    If  the  goods  come  in  packages,  why  should  he 
not  be  satisfied  with  counting  the  packages  only? 

2.  The  count  of  the  packages  in  a  certain  shipment  received 
shows  the  receiving  clerk  that  there  is  a  shortage  in  goods  when 
compared  with  the  purchase  order.   What  is  the  receiving  clerk's 
responsibility? 

3.  Mrs.  Charles  Stetson  has  received  a  large  carton  containing 
a  dinner  set  of  104  pieces.  What  must  she  do  as  soon  as  she  has 
unpacked  the  dishes  to  verify  the  quantity? 

4.  Three  cases,  delivered  by  the  Harriman  Envelope  Mfg.  Co. 
on  purchase  order  No.  375,  were  unpacked  and  the  goods  counted 
by  the  receiving  clerk.     His  total  count  showed  the  following: 

160  boxes,  Metal  Tip  Flap  Envelopes  No.    8  (500  to  a  box) 

1  9A  "  "  <«  «  "  "11  "          "        "          " 

100  bundles,  Tag  Envelopes,  3V2"  x  6V2"  (2,000  to  a  bundle) 
75        "  "  "          3%"x6" 

The  purchase  order  called  for  the  following: 

80  M  Metal  Tip  Flap  Envelopes  No.    8 

60  M       "         "      "  "  "    11 

200  M  Tag  Envelopes,  3y2"x6y2" 
150  M     "  "          33/«"x6" 
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(a)  What  did  the  receiving  clerk  find  about  the  quantities 
counted  when  compared  with  those  on  the  purchase  order? 

(b)  If  the  Tag  Envelopes  had  been  packed  in  bundles  of  500, 
how  many  bundles  of  each  size  would  have  been  received? 


LESSON  3 
SPECIAL  PROBLEMS  IN  RECEIVING  GOODS 

In  this  lesson  we  shall  deal  with  a  number  of  special  prob- 
lems arising  from  irregularities  found  in  incoming  ship- 
ments by  the  receiving  clerk  of  Strong  &  Williams.  In  each 
case  the  clerk  must  prepare  a  form  notifying  the  purchasing 
department  of  the  irregularity  so  that  a  claim  can  be  made 
by  Strong  &  Williams  against  the  shipper  or  the  transporta- 
tion company. 

Shortages 

Problem  1.  The  purchase  order  for  the  goods  received  from  the 
Empire  Office  Supplies  Company  (see  page  172)  calls  for  25  gross 
Stenographers'  Notebooks  and  30  gross  Memorandum  Books.  After 
unpacking  the  four  cartons  delivered  by  the  private  truckman,  the 
receiving  clerk  counts  the  number  of  notebooks  and  finds  them  to  be 
correct.  But,  when  he  checks  through  the  memorandum  books,  he 
finds  only  28  gross  instead  of  30  gross.  What  does  he  do  about  this 
shortage? 

The  following  memorandum  is  made  on  the  two  records 
that  he  uses  in  checking :  on  the  Incoming  Shipment  Record, 
in  the  "Remarks"  column  on  the  line  marked  "April  10, 
193-,  Order  No.  368,  Empire  Office  Supplies  Company,  etc.," 
he  writes :  "Two  gross  memo  books  short."  On  the  Purchase 
Order  blank  he  crosses  out  the  line,  "30  gross  Memo  Books," 
and  inserts,  "28  gross  Memo  Books  only."  He  is  also  re- 
quired to  fill  in  a  special  blank  form,  called  "Irregularities 
in  Incoming  Shipments,"  which  he  prepares  in  duplicate. 
The  original  goes  to  the  purchasing  agent,  and  the  duplicate 
to  the  receiving  department  files.  Disposing  of  the  shortage 


194    OUR   DAILY   CONTACTS   WITH   BUSINESS 

in  such  a  way  relieves  the  receiving  clerk  of  any  final 
responsibility  for  it. 

Form  for  Reporting  Irregularities  in  Incoming  Shipments 

The  illustration  below  shows  you  the  form  filled  in  by  the 
receiving  clerk.  Notice  that  it  contains  the  following  data : 

1.  Date  of  shortage  report. 

2.  Name  and  address  of  the  shipper. 

3.  Purchase  order  number. 

4.  How  shipped. 

5.  Quantity  and  the  nature  of  the  irregularity. 

6.  Reported  by  (the  signature  of  the  receiving  clerk) . 


IRREGULARITIES  IN  INCOMING  SHIPMENTS 

STRONG  AND  WILLIAMS 

Use  this  form  for  reporting  to  the  Purchasing  Department  all 
irregularities  in  incoming  shipments  such  as  damaged  condition,  shortage,  « 
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Reported  by 


On  the  evidence  of  this  data  the  purchasing  agent  sends  a 
claim  for  credit  to  the  Empire  Office  Supplies  Company. 
How  such  claims  are  handled  will  be  described  in  a  later 
unit. 

Damaged  Goods 

Problem  2.  The  receiving  clerk  signs  a  receipt  for  one  case  re- 
ceived from  the  M.  &  U.  Equipment  Company,  containing  50  dozen 
Porcelain  Roller  Envelope  Sealers,  on  purchase  order  No.  369.  The 
case  when  delivered  seems  to  be  in  good  condition.  However,  on 
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unpacking  it,  the  receiving  clerk  finds  6  Sealers  damaged.    How  does 
he  deal  with  this  irregularity? 

Both  on  the  Purchase  Order  and  on  the  Incoming  Ship- 
ment Record,  the  receiving  clerk  notes  the  fact  that  6  Porce- 
lain Roller  Envelope  Sealers  are  damaged.  On  the  form 
used  in  reporting  irregularities  in  incoming  shipments,  he 
notes  all  the  necessary  data  as  follows :  "6  Porcelain  Roller 
Envelope  Sealers  were  damaged,"  and  makes  certain  to 
sign  the  slip.  The  allowance  claim  for  the  six  sealers  is 
sent  later  to  the  M.  &  U.  Equipment  Company  by  the  pur- 
chasing agent.  The  vendor  may  in  turn  send  a  claim  for 
the  damage  to  the  transportation  company  that  carried 
the  merchandise. 

Wrong  Merchandise 

Problem  3.  In  opening  a  crate  of  another  incoming  shipment, 
the  receiving  clerk  finds  that  in  place  of  the  30  gross  memorandum 
books  ordered,  30  gross  notebooks  have  been  sent  instead.  The  pur- 
chase order  specifically  calls  for  memorandum  books.  How  is  this 
irregularity  handled? 

The  receiving  clerk  makes  a  notation  of  the  error  on  the 
Purchase  Order,  or  the  Incoming  Shipment  Record,  and  on 
the  "Irregularities  in  Incoming  Shipments"  form.  After 
forwarding  the  original  copy  of  the  last  form  to  the  Pur- 
chasing Agent,  he  places  the  goods  back  into  the  crate  and 
awaits  instructions  for  further  disposition  of  the  merchan- 
dise. Shortly,  the  purchasing  agent  instructs  him  to  return 
the  merchandise  to  the  shipper.  This  he  does  promptly.  In 
the  meantime  the  purchasing  agent  communicates  with  the 
vendor  and  asks  that  a  credit  bill  be  sent  for  the  returned 
goods  and  that  the  merchandise  ordered  be  shipped. 

Merchandise  "Not  As  Per  Sample,"  or  of  Inferior  Grade 

Problem  4.  What  is  done  with  received  merchandise  that  ap- 
pears inferior  and  not  in  accordance  with  samples  previously  shown? 

The  receiving  clerk  is  not  expected  to  ascertain  irregu- 
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larities  of  this  nature,  since  in  most  cases  he  does  not  break 
open  the  individual  dozen  and  gross  packages  in  which  the 
goods  are  contained.  Besides,  the  clerk  has  no  means  of 
knowing  the  exact  grade  of  the  merchandise  ordered  by  the 
purchasing  department.  It  is  the  stock  clerk  who  may  in 
some  cases  discover  the  substitution  of  an  inferior  grade 
when  he  receives  the  contents  of  the  shipment.  He  will  re- 
port this  to  the  head  of  his  department.  In  other  cases, 
Strong  &  Williams  may  remain  ignorant  of  the  substitution 
until  a  complaint  is  received  from  a  customer,  whereupon 
the  latter  is  instructed  to  return  the  inferior  merchandise 
and  is  sent  a  credit  allowance.  In  turn,  Strong  &  Williams 
will  most  likely  look  to  the  shipper  for  a  credit  allowance 
covering  not  only  the  goods  returned  by  the  customer,  but 
the  entire  shipment  of  substituted  merchandise. 

Excess  Quantities  Received 

Problem  5.  What  should  the  receiving  clerk  do  when  he  finds  on 
opening  a  shipment,  that  more  goods  than  the  order  calls  for  have 
been  sent? 

Excess  quantities  received  in  shipments  are  considered  as 
irregularities  and  are  reported  in  the  same  manner  as  all 
others.  The  purchasing  agent  notifies  the  shipper  of  his 
error  and  either  awaits  instructions  from  him,  or  has  the 
shipping  department  return  the  excess  quantity  immedi- 
ately. This  is  an  ethical  practice  that  concerns  observe. 

Other  Irregularities 

Problem  6.  What  does  the  receiving  clerk  do  when  a  shipment 
has  been  received,  the  containers  of  which  are  badly  or  even  slightly 
damaged? 

The  receiving  clerk  may  find  the  outside  of  the  cartons, 
packages,  or  cases  damaged.  If  the  damage  is  great  he 
must  refuse  to  accept  the  shipment.  Why?  A  slight  damage 
is  noted  on  the  delivery  receipt  and  on  the  Incoming  Ship- 
ment Record  when  the  receipt  of  delivery  is  signed.  When 
a  delivery  is  called  for  at  a  freight  depot  the  truckman  must 
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have  the  freight  agent  sign  for  the  damaged  delivery ;  usu- 
ally on  the  reverse  side  of  the  arrival  notice  blank. 

Summary 

Irregularities  in  incoming  shipments  are:  (1)  shortages, 
(2)  damages,  (3)  wrong  merchandise,  (4)  inferior  mer- 
chandise, (5)  over  amounts.  They  should  be  reported  at  the 
time  they  are  discovered.  The  person  to  whom  the  report 
of  the  irregularity  is  made  follows  it  up  for  claims  and 
credits.  Badly  damaged  shipments  should  not  be  accepted. 
Slight  damages  to  cartons,  cases,  etc.,  must  be  noted  on  the 
receipt  signed  by  the  receiving  clerk  and  on  the  Incoming 
Shipment  Record  or  on  the  arrival  notice,  if  it  is  a  freight 
shipment. 

Business  Vocabulary 

irregularities  notation  ignorant 

shortage  inferior  complaint 

relieves  ascertain  excess 

allowance  substitution  ethical 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  In  100  shipments  received  during  September,  six  irregu- 
larities were  reported.  What  per  cent  of  the  total  shipments  was 
received  in  good  order? 

2.  Shipments  were  received  during  October,  193-,  by  the  Uni- 
versal Trading  Co.  as  follows:  by  freight — 80;  by  express — 50; 
by  truck — 40;   by  parcel  post — 20;  by  messenger — 10.     Irregu- 
larities were  reported  by  the  receiving  clerk  as  follows :  in  freight 
shipments — 2;  in  express — 2;  in  truck — 2;  in  parcel  post — 1;  in 
messenger — 1. 

(a)  What  per  cent  of  the  total  in  each  method  of  delivery  is 
the  number  of  irregularities  in  that  method? 

(b)  What  per  cent  of  the  total  deliveries  is  the  number  of  ir- 
regularities in  each  method? 

(c)  What  per  cent  of  the  total  deliveries  is  entirely  regular? 

GROUP  II 

1.    The  purchasing  agent  makes  a  claim  for  damaged  goods  by 
telephone.    Why,  however,  should  he  not  be  satisfied  with  an  sue- 
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knowledgment  of  the  damages  by  phone?  What  else  should  he  do? 

2.  The  receiving  clerk  notified  the  purchasing  agent  of  dam- 
aged goods  received.   The  latter  waited  two  weeks  before  sending 
a  claim  for  these  damages.  Why  may  this  delay  hinder  the  pur- 
chasing agent  in  enforcing  the  claim? 

3.  The  receiving  clerk  accepted  and  signed  on  the  Express 
Company  Agent's  delivery  sheet  for  a  shipment  in  which  the 
cases  were  damaged,  but  he  did  not  note  the  fact  that  the  mer- 
chandise itself  was  damaged.  What  may  result  from  this  neglect? 

4.  After  unpacking  the  dinner  set  received  on  her  order  at  the 
National  Department  Store,  Mrs.  Charles  Stetson  finds  three  din- 
ner plates  broken.   What  steps  does  she  take  to  report  the  dam- 
age?  Why  is  it  wise  to  keep  the  three  broken  pieces  for  inspec- 
tion, and  perhaps  not  use  the  entire  set? 

5.  Strong  &  Williams'  semiannual  report  of  irregularities  in 
goods  received  from  the  five  firms  most  frequently  dealt  with 
shows  the  following: 


No.  of  No.  of  Irregu- 

Name  of  Shipper                Deliveries  larities  Reported 

(a)  Supreme  Env.  Mfg.  Co 24  1 

(b)  Empire  Office  Supplies  Co 18  1 

(c)  Harriman  Env.  Mfg.  Co 27  1 

(d)  Jackson  Mfg.  Co 15  1 

(e)  M.  &  U.  Office  Equip.  Co 16  1 


In  all  other  shipments  received  there  were  15  irregularities 
out  of  150. 

(a)  What  per  cent  of  the  total  shipments  from  all  shippers 
have  irregularities?   What  per  cent  have  no  irregularities? 

(b)  Based  on  the  total  shipments  from  all  shippers,  compare 
the  per  cent  of  irregularities  of  the  five  "steady"  shippers  with 
that  of  all  other  shippers. 

(c)  What  reason  might  the  comparison  shown  in   (b)    give 
for  the  fact  that  Strong  &  Williams  buys  comparatively  seldom 
from  firms  other  than  the  five  "steady"  shippers? 


UNIT  VIII 
STOCK  KEEPING 

LESSON  1 
CARING  FOR  STOCK 

A  large  portion  of  a  business  organization's  capital  is  usu- 
ally tied  up  in  merchandise,  supplies,  and  equipment.  This 
investment  must  be  guarded  against  fire,  theft,  breakage, 
damage,  etc.  Goods  received  by  and  distributed  from  the 
stockroom  and  the  goods  kept  on  hand  must  be  accurately 
accounted  for  at  all  times.  How  should  this  be  done? 

We  shall  first  consider  how  the  orderly  physical  arrange- 
ment of  the  stockroom  equipped  with  up-to-date  shelving, 
fixtures,  etc.,  aids  considerably  in  the  proper  care  of  and  ac- 
counting for  the  goods  stored  in  it. 

The  Stockroom  and  Its  Equipment 

The  illustration  on  page  200  shows  Strong  &  Williams' 
stockroom.  At  the  entrance,  near  the  freight  elevators,  is 
a  flat  truck  piled  with  merchandise.  This  merchandise 
either  has  come  from  the  receiving  room  on  small  hand 
trucks  or  has  been  "picked"  from  the  stock  on  hand  to  be 
sent  to  the  shipping  department.  On  the  left  is  the  head 
stock  clerk's  desk.  In  the  rear  towards  the  left  are  a  num- 
ber of  platforms,  the  levels  of  which  are  about  one  foot 
higher  than  the  floor.  They  are  loaded  with  cartons  and 
cases  of  merchandise.  These  are  deliveries,  which  have 
not  yet  been  unpacked  and  placed  in  "open"  stock. 

Around  the  walls,  toward  the  farther  end  of  the  room,  and 
also  on  the  right,  is  steel  shelving  of  the  "closed  bin"  type. 
In  the  back  of  the  room  and  in  the  center  space  many  sec- 
tions of  steel  shelving  of  the  "flat  upright"  and  the  "ledge" 
types  are  installed.  These  sections  run  from  front  to  back, 
each  of  them  marked  with  a  number,  to  indicate  the  kind 
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of  merchandise  stored  in  these  sections.  The  uprights  of 
the  two  facing  the  entrance,  for  example,  are  marked 
"No.  5"  and  "No.  6,"  respectively.  Looking  a  little  closer, 
you  will  notice  that  each  of  the  shelves  in  the  rear,  center, 
and  wall  sections  has  a  shelf  label  and  a  shelf  tag.  This  is 


Stockroom 


Photo  by  Ewing  Galloway 


to  indicate  and  describe  the  merchandise  stored  in  that  par- 
ticular place,  for  the  entire  stock  has  been  stored  accord- 
ing to  a  definite  plan.  In  this  instance  it  has  been  arranged 
in  a  stock  number  sequence.  Such  an  arrangement  enables 
the  stock  clerks,  or  anyone  else  in  the  organization,  to  find 
stock  items  with  the  least  delay. 

Looking  at  the  upright  pillar  in  the  middle  of  the  room 
and  at  the  ceiling  you  notice  sprinkler  pipes  with  pro- 
jecting brass  jets,  and  rubber  hose  with  nozzles.  This 
shows  that  the  stockroom  is  in  a  fireproof  building  and  pro- 
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tected  against  fire  hazards.    How  does  this  benefit  Strong  & 
Williams? 

Checking  Goods  Received  in  the  Stockroom 

Problem  1.  On  April  5,  193-  the  head  stock  clerk  of  Strong 
&  Williams  sent  three  purchase  requisitions,  No.  401,  No.  402,  No. 
403,  to  the  purchasing  department.  (See  pages  160,  161.)  On 
April  10,  the  stock  department  receives  the  shipments  filling  these 
requisitions.  How  does  the  stock  department  handle  them? 

The  stock  clerk  who  receives  the  shipment  to  fill  purchase 
requisition  No.  401  also  gets  a  copy  of  the  Individual  Receiv- 
ing Record  prepared  in  the  receiving  room.  He  removes  the 
merchandise  from  the  small  truck,  places  it  on  the  tables, 
and  proceeds  to  count  and  check  the  goods  against  the  copies 
of  the  individual  receiving  record  and  of  the  purchase  requi- 
sition. He  notes  that  the  goods  were  received  from  the 
Standard  Envelope  Manufacturing  Co.  and  checks  them, 
item  for  item,  against  both  of  the  records. 

Later  in  the  day  the  stock  clerk  checks  the  three  other 
shipments  received,  one  filling  purchase  requisition  No.  402 ; 
the  others,  No.  403.  In  checking  these  he  finds  two  irregu- 
larities. In  the  delivery  from  the  Empire  Office  Supplies 
Company  to  fill  requisition  No.  402  the  quantity  of  memo 
books  he  has  received  is  short  by  two  gross  of  the  amount 
entered  on  his  copy  of  the  purchase  requisition.  However, 
the  individual  Receiving  Record  bears  out  his  count  by 
showing  that  only  28  gross  were  received  instead  of  the 
30  ordered.  In  one  shipment  for  purchase  requisition 
No.  403  six  envelope  sealers  are  found  by  the  stock  clerk 
to  be  defective.  He  puts  this  defective  merchandise  to  one 
side  and  goes  on  to  place  the  balance  in  stock.  Keep  in 
mind  the  fact  that  the  purchasing  agent,  who  was  previ- 
ously notified  of  the  irregularities  by  the  receiving  depart- 
ment, has  already  communicated  with  the  shippers  of  the 
two  orders  containing  the  irregularities  and  will  in  due 
time  make  the  necessary  adjustments. 
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Placing  Goods  in  Stock 

After  the  goods  have  been  checked,  the  next  problem  is  to 
see  that  each  item  of  stock  is  placed  where  it  belongs,  in  the 
bin  or  on  the  shelf.  To  do  this  efficiently,  the  stock  clerk  as- 
sorts the  contents  of  each  shipment  into  as  many  piles  as 
there  are  different  kinds  of  merchandise  in  the  lots  received. 
He  then  places  a  stock  number  label  on  each  package  or 
piece. 

Having  been  classified  and  marked,  the  goods  are  then 
carefully  stored  and  arranged  in  the  appropriate  bins  and 

shelves.  While  doing  this 
the  stock  clerk  bears  in 
mind  the  following  require- 
ments : 

(1)  New  stock  is  placed 
back  of  old. 

(2)  Heavy  stock  is 
placed  as  near  the  floor  as 
possible,    or    on    platforms 
built  close  to  the  floor. 

(3)  Merchandise 
frequently  needed   is  kept 
conveniently  accessible. 

(4)  Goods  are  arranged  systematically  in  a  number  of 
rows,  and  the  front  rows  are  kept  as  straight  as  possible. 

(5)  Packages  are  placed  with  their  labels  toward  the 
front,  where  they  can  be  seen  at  a  glance. 

Give  one  good  reason  for  each  requirement. 

After  the  goods  have  been  placed  on  the  shelves  or  in  the 
bins,  the  stock  clerk  records  the  quantities  he  has  just  stored 
away.  He  records  these  quantities  on  the  shelf  tags  mounted 
in  frames  attached  to  the  steel  uprights  or  bins. 

The  illustration  above  shows  a  copy  of  one  shelf  tag. 
Note  that  the  following  items  have  been  printed  in  the  up- 
per section  of  the  card : 
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Stock  Number,  Name  of  Article,  Unit,  Maximum,  Mini- 
mum, Shelf  or  Bin  No.  Location. 

In  the  middle  section  of  the  tag  there  is  space  for  four 
columns,  headed  as  follows : 

Column  1.    Quantity  Received. 

"       2.    Date  Received  and  Issued. 
"       3.    Quantity  Withdrawn. 
"       4.    Balance. 

The  entries  the  clerk  has  made  on  the  tag  read :  "35  gross" 
(in  column  one)  and  "April  2,  193-"  (in  column  2).  The 
entries  under  the  other  headings  will  be  explained  in  a  later 
lesson  of  this  unit  in  connection  with  another  form  used  by 
the  stock  clerk. 

Strong  &  Williams  is  a  wholesale  concern  and  must  keep 
a  large  supply  of  stock  on  hand  at  all  times.  As  there  is  not 
enough  room  in  the  stockroom  for  the  entire  stock,  the  sur- 
plus is  kept  in  separate  buildings  or  warehouses.  This  sur- 
plus or  reserve  stock  is  stored  in  case,  carton,  bundle,  or 
barrel  lots  in  fireproof  warehouses  or  buildings  having 
sprinkler  systems.  How  do  the  sprinkler  systems  in  a  fire- 
proof building  affect  the  cost  of  fire  insurance  on  the  build- 
ing and  the  stock  ? 

Efficiency  in  the  Care  of  Stock 

As  part  of  the  efficient  caring  for  stock,  the  clerk  must  al- 
ways keep  the  stockroom  clean,  allowing  no  paper  or  other 
inflammable  material  to  remain  on  the  floor  or  in  the  cor- 
ners. He  must  dust  the  stock,  arrange  it  in  an  orderly  man- 
ner, and  avoid  any  losses  through  careless  handling  or  the 
breaking  of  package  lots.  He  must  not  lose  time  by  throw- 
ing or  placing  articles  into  bins  or  shelves  in  which  they  do 
not  belong,  and  he  must  see  that  bin  tags  and  package  labels 
or  pasters  are  not  removed.  Some  clerks  give  as  excuses  for 
neglecting  such  details :  "I'm  in  a  hurry" ;  "I'm  busy" ;  "I 
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have  no  time  for  these  things." 
poor  judgment? 


Why  do  these  excuses  show 


Summary 

The  receiving  department  delivers  shipments  received  to 
the  stockroom  of  the  stock  department  where  their  con- 
tents are  again  checked  and  then  classified,  marked,  and 
placed  on  shelves  or  in  bins.  The  stockroom  contains  shelv- 
ing and  other  equipment  and  is  usually  housed  in  a  fireproof 
building.  Surplus  stock  is  stored  in  fireproof  warehouses. 


Business  Vocabulary 

partition 

shelves 

precautions 


particularly 

attached 

process 


warehouse 

buildings 

simplified 


ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  Along  with  each  shipment  of  .goods  received,  the  stock  clerk 
of  Strong  &  Williams  is  given  a  copy  of  the  Receiving  Record  for 
these  goods.  He  checks  the  goods  at  hand,  as  to  quantity  and 
description,  against  the  receiving  record  and  then  against  the 
purchase  requisition  slip  requesting  these  goods. 

Using  the  data  given  below,  check  through  the  two  records  and 
the  goods  received  to  see  whether  the  three  agree.  Point  out  any 
error  or  other  irregularity  disclosed  by  this  check  up. 


Purchase    Requisi- 
tions 

No.  458 

50  gr.  Blankbooks 
60  M  Manila  Fold- 
ers 

40  M  Manila  Envel- 
opes No.  12 


Receiving    Records 
Attached  to  Goods 

No.  757 

60  M  Manila  Fold- 
ers 

40  M  Manila  Envel- 
opes No.  12 


Goods   Delivered 
to   Stock  Clerk 

Purchase  Order 

No.  579 
240   boxes   Manila 

Folders    (250   per 

box) 
80  boxes  Man.  Env. 

(500  per  box) 
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Purchase  Requisi- 
tions 

No.  459 
50  gr.  Pencils  No.  6 

No.  460 

30  gr.  Ass.    Colored 
Pencils  No.  9 


Receiving  Records 
Attached  to  Goods 

No.  758 
50  gr.  Blankbooks 

No.  759 

50  gr.  Pencils  No.  6 
30  gr.  Ass.    Colored 
Pencils  No.  9 


Goods  Delivered 
to  Stock  Clerk 

Purchase  Order 

No.  580 

100  bundles  Blank- 
books  (1/2  gr.  per 
bundle) 

Purchase  Order 
Wo.  581 

150  boxes  Pencils 
No.  6  (4  pkgs.  of 
1  doz.  per  box) 

30  boxes  Ass.  Col- 
ored Pencils  (24 
pkgs.  of  1/2  doz. 
per  box) 


GROUP  II 

1.  The  stock  clerk  assumes  that  goods  delivered  to  him  have 
been  already  checked  by  the  receiving  clerk,  who  is  known  to  be 
very  careful  and  exact.    What  attitude  has  the  stock  clerk  that 
is  unfair  to  his  organization  ?   Why  is  it  not  fair  to  the  receiving 
clerk  himself? 

2.  Show  by  an  illustration  in  -each  instance  how  the  methods 
of  placing  goods  in  stock  and  of  caring  for  stock,  explained  in 
this  lesson,  apply  at  home    (a)    to  the  articles  of  food  in  the 
kitchen,  (b)  to  the  clothes  in  the  closet,  (c)  to  the  books  in  the 
bookcase. 

3.  During  a  single  day  the  stock  clerk  has  checked  three  lots 
of  goods  delivered  from  the  receiving  department.     From  the 
data  given  below  check  the  goods  and  records  and  report  what  you 
find. 


PURCHASE  REQUISITIONS 


No.  471 

60  M  String  Envelopes  No.  3 
80  M  Manila  Envelopes  No.  4 
50  gr.  Notebooks  No.  7 


No.  472 

40  doz.  Date  Stamps 
120  M  Memo  pads  No.  11 

No.  473 
45  M  Flat  Wallets  No.  6 
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RECEIVING  RECORDS  ATTACHED  TO  GOODS 


No.  792 

60  M  String  Envelopes  No.  3 
80  M  Manila  Envelopes  No.  4 
25  gr.  Notebooks  No.  7 

No.  793 

40  doz.  Date  Stamps 
(1  doz.  spoiled) 


No.  794 

120  M  Memo  Pads  No.  11 
40  M  Flat  Wallets  No.  6 


GOODS  DELIVERED  TO  STOCK  CLERK 


Purchase  Order  No.  603 
60  boxes  String  Env.  No.  3 

(1000  in  a  box) 
390  boxes  Manila  Env.  No. 

(200  in  a  box) 
100  pkgs.  Notebooks  No.  7 

(3  doz.  in  a  pkg.) 


Purchase  Order  No.  604 
39  boxes  Date  Stamps 

(1  doz.  in  a  box,  wrapped 
singly) 

Purchase  Order  No.  605 
240  boxes  Memo  pads  No.  11 
(20  pkgs.  of  25  pads  each 

in  1  box) 

80  pkg.  Flat  Wallets  No.  6 
(500  in  a  pkg.) 


LESSON  2 

ISSUING  GOODS  FROM  STOCK  AND  THE  STOCK 

RECORD 

We  have  seen  that  merchandise  needed  by  the  stock  de- 
partment is  requisitioned  from  the  purchasing  agent  who 
sends  out  orders  to  dealers  who  can  supply  the  merchandise 
required.  The  merchandise,  ordered  in  this  way,  is  delivered 
to  the  receiving  department,  and  from  there  to  the  stock 
department. 

But  we  want  to  know  more  about  the  received  merchan- 
dise. For  example,  we  would  like  to  know:  (1)  how  long 
it  remains  in  the  stockroom;  (2)  what  is  done  with  it;  (3) 
how  it  is  released  from  stock;  (4)  whether  or  not  the  stock 
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department  keeps  a  record  of  the  goods  it  receives,  issues, 

and  has  on  hand,  and  why;  (5)  what  type  of  record  it  does 

keep. 

Need  for  Taking  Goods  out  of  Stock 

We  know  that  in  all  trading  concerns — retail  and  whole- 
sale— goods  are  bought  to  be  sold  at  a  profit.  In  other 
words,  goods  are  bought  and  kept  in  stock  until  such  time  as 
the  salesmen  find  customers  who  desire  the  goods  and  are 
willing  to  pay  the  price  asked  for  them  (the  selling  price) . 
The  goods  are  then  shipped  to  the  customers  according  to 
their  shipping  instructions. 

It  can  be  readily  understood  why  the  sales  department  of 
Strong  &  Williams  is  constantly  busy  selling  goods  and  why 
it  is  necessary  for  the  organization  to  buy  and  keep  on  hand 
at  all  times  a  complete  stock  of  merchandise. 

Various  Plans  Used  to  Requisition  Goods  from  Stock 

Why  will  the  stock  clerk  refuse  to  release  goods  from  the 
stockroom  merely  on  an  oral  order?  Why  will  he  refuse  to 
release  goods  to  any  person  of  the  concern  who  happens  to 
come  and  ask  for  them?  Good  business  practice  demands 
that  before  we  release  property  in  our  care,  which  belongs 
to  the  organization,  we  must  make  sure  that  we  have  author- 
ity to  do  so ;  and  if  such  is  the  case,  that  we  secure  a  receipt 
for  the  goods  released.  In  accordance  with  these  two  prac- 
tices, the  stock  clerk  will  demand  a  written  requisition 
signed  by  the  proper  authority  before  he  hands  over  goods. 

Requisition  systems  differ  in  different  organizations.  The 
particular  conditions  prevailing  usually  determine  the  sys- 
tem to  be  used.  The  following  are  the  three  requisition  plans 
most  widely  used : 

Plan  1.  Requisitions  to  the  stockroom  are  made  by  spe- 
cially printed  forms,  called  "Requisitions  to  the  Stock  De- 
partment." The  illustration  on  page  208  shows  such  a  blank 
completely  filled  out.  Study  the  form  and  its  contents  and 
see  how  the  information  compares  with  the  information 
given  on  the  blanks"  used  in  other  plans. 
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Plan  2.  Requisitions  are  made  by  notifying  the  stock  de- 
partment to  issue  goods  out  of  stock  on  a  copy  of  a  sales 
invoice,  usually  prepared  on  a  billing  machine  or  typewriter. 
The  sales  invoice  serves  the  same  purpose  as  a  requisition 
blank.  How  the  sales  invoice  is  prepared  in  multiple  copy, 
and  how  each  of  the  copies  is  disposed  of  will  be  described 
in  a  later  Unit. 


NO    56 

STOCK  REQUISITION   BLANK 

DATE  NOV.    10,    X35- 

STOCK  CLERK 
DELIVER    THE    FOLLOWING    ARTICLES 

TO  THE                                          Shipping                                           HFPARTMENT 

QUANTITY 

ITEMS 

3  doz 

#7C   Champion  Spark  Plugs 

8 

#48A  Heavy  Duty  Tires 

^~~>      ">           /?     tf  i 

S,GNED_-^T    2>    Sr&*££»~^; 

Requisition  to  the  Stock  Department 

Plan  3.  This  plan  is  the  one  used  by  Strong  &  Williams. 
The  stock  clerk  receives  the  original  and  duplicate  copies'of 
the  sales  order,  prepared  in  the  sales  department,  after  the 
order  itself  has  been  "approved"  by  the  credit  department. 
The  stock  clerk  fills  the  order  by  taking  from  the  shelves 
and  bins  the  particular  items  of  merchandise  that  have  been 
sold.  He  then  sends  the  original  copy  of  the  order,  with  a 
memorandum  or  check  mark  next  to  each  item  to  indicate 
that  the  order  has  been  filled,  and  the  duplicate  copy,  to  the 
shipping  department  where  the  goods  are  checked  and 
packed  for  shipment.  The  illustration  on  page  209,  "The 
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shows  the  procedure  in 


Route  of  a  Sales  Transaction, 
diagram  form.    Study  it. 

Value  of  a  Good  Stock  Record 

As  stated  before,  merchandise  represents  large  invest- 
ments which  should  be  guarded  carefully  against  loss.  An 
accurate  stock  record  is,  therefore,  as  important  as  a  correct 
accounting  of  cash  received  and  cash  spent. 

Stock  records,  if  kept  accurately,  give  a  complete  history 
of  every  article  received  and  disposed  of  by  the  organization. 
Not  only  does  the  stock  record  safeguard  against  waste  and 

1.   ROUTE  OF  A  SALES  TRANSACTION 


-±M      Billing 


i 

5.  Ship 

ping  Depart- 
ment           w 

4.  Stock 
Departmer 
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Order 
Picking 
J 

Exp.  Rec.  1 
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fraud,  but  it  also  serves  as  an  accurate  stock  control.  The 
amount  of  stock,  as  shown  by  the  stock  record,  guides  the 
stock  clerk  and  the  buyer  in  providing  for  the  future  needs 
of  the  business;  and  by  controlled  purchases  the  latter 
can  keep  the  investment  in  merchandise  at  a  reasonable 
minimum. 

Every  business  man  is  aware  of  the  danger  of  a  stock 
inventory  which  continues  to  grow  in  size  year  after  year 
with  a  corresponding  decrease  each  year  in  the  number  of 
times  the  stock  is  sold  or  "turned  over."  Proper  stock  rec- 
ords reveal  immediately  the  information  necessary  to  pre- 
vent both  over-stocking  and  under-buying;  and  they  point 
out  clearly  those  items  of  stock  which  are  slow-moving  or 
otherwise  unprofitable. 

Using  the  Stock  Record 

Because  of  the  advantages  described  above,  the  firm  of 
Strong  &  Williams  has  established  stock  records.  Let  us 
follow  through  one  item  of  stock  and  see  just  what  is  re- 
corded, where,  when,  and  how. 

Problem  1.  On  April  I,  1 93-,  the  stock  clerk  receives  an  initial 
supply  of  80  dozen  Porcelain  Roller  Envelope  Sealers,  a  new  item 
which  was  ordered  on  purchase  requisition  No.  388,  March  25,  193—, 
by  the  chief  stock  clerk.  When  and  how  does  the  stock  clerk  place 
this  item  on  the  stock  record? 

Since  the  article  is  a  new  item  in  the  stock  carried  by  the 
concern,  a  stock  number  must  be  assigned  to  it.  Certain 
concerns  refer  to  the  articles  they  deal  in  by  stock  numbers 
only  instead  of  by  their  common  names.  Referring  to  items 
of  stock  in  this  manner  has  many  advantages.  For  example 
it  makes  it  easier  and  more  convenient  for  the  employees 
and  customers  to  identify  articles  of  stock  when  mentioning 
them.  After  the  new  item  has  been  assigned  a  stock  number, 
the  stock  clerk  (often  advised  by  an  executive)  decides  upon 
the  maximum  and  minimum  limits — the  largest  and  the 
smallest  quantities — of  the  article  that  it  will  be  necessary 
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to  keep  in  stock.  Once  this  has  been  determined  the  assist- 
ant stock  clerk  is  instructed  to  prepare  a  stock  record  card 
for  the  new  item. 

The  illustration  on  page  214  shows  a  specimen  copy  of  the 
filled-in  stock  record  card  for  the  item,  "Porcelain  Roller 
Envelope  Sealers."  Note  the  information  recorded  on  this 
record  to  set  up  the  new  stock  record  and  to  show  the  receipt 
of  the  80  dozen  on  April  1,  193-.  Near  the  top  of  the  card 
these  headings  are  seen : 

1.  Article.     (The  name  of  the  article  of  stock.) 

2.  Stock  number.    (The  number  assigned  by  the  head 
stock  clerk.) 

3.  Unit.     (Generally  represents  the  unit  of  quantity  used 
in  estimating  the  wholesale  price  of  any  particular  article, 
i.e.,  "dozen,"  "gross,"  etc.) 

4.  Maximum.     (The  largest  quantity  to  be  carried  in 
stock.) 

5.  Minimum.     (The  smallest  quantity  to  be  carried  in 
stock.) 

On  the  lower  part  of  the  card,  these  column  headings  are 
found : 

Column  1.     Date  received  or  issued. 

2.  Quantity  received. 

3.  "         issued. 

4.  "         on  hand. 

Stock  Record  cards,  more  elaborate  than  the  one  shown 
here,  are  used  by  some  concerns.  These  only  differ,  however, 
in  that  they  include  more  information.  For  example,  some 
cards  will  give  the  location  in  the  stockroom  of  the  item  of 
stock,  the  names  of  the  concerns  that  deal  in  the  item,  the 
purchase  order  number  of  each  incoming  shipment  of  the 
item  expected,  the  "requisition  to  the  stock  department" 
number,  the  cost  and  selling  price  of  the  article,  and  some- 
times even  the  freight  rates,  including  C.  L.  (carload)  and 
L.  C.  L.  (less  than-  carload  lots)  rates. 
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ARTICLE 

STOCK      RECORD 

Stenographer's  Notebooks 

STOCK  No.  188 

UNIT  GRO 

MAXIMUM   150   gro. 

MINIMUM   60   gro. 

DATE  RECEIVED                                                                                 QUANTITY                          QUANTITY 
OR  ISSUED  193—                QUANTITY  RECEIVED                            ISSUED                             ON  HAND 

Apr.      1 

Balance   forwarded 

39   gro. 

^^^^V!. 

^===2====^=:=^:=:===================^==^ 

============^========__=s=^ 

138 

STOCK      RECORD 

ARTICLE  Memo  Books                                                         STOCK  No.  190 

UNIT  GRO.             MAXIMUM   175   gro. 

MINIMUM  70  gro. 

DATE  RECEIVED                  DIIAMTITV  errnurn 
OR  ISSUED  193  QUANTITY  RECEIVED 

QUANTITY                          QUANTITY 
ISSUED                               ON  HAND 

Apr.      1          Balance   forwarded 

45   gro. 

2                        35 

80 

===13^                                                                ^1T      ======t6T= 

STOCK      RECORD 

ARTICLE  Flat  Wallets   9  x  14                                   STOCK  No.  262 

UNIT  M            MAXIMUM   90  M 

MINIMUM   60  M 

oWtWBMlE!.                OUANT.TY  RECEIVE° 

QUANTITY                         QUANTITY 
ISSUED                             ON  HAND 

Apr.      1          Balance   forwarded 

45 

2 

6                              39 

•  1&                              35 

64 
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ARTICLE 

STOCK      RECORD 

Flat  Wallets   9  x  IE 

STOCK  No.  263 

UNITM 

MAXIMUM  75  M 

MINIMUM  50 

M 

SWSfS 

;°_               QUANTITY  RECEIVED                         TsUElT 

QUANTITY 
6N  HAND 

Apr.      1 
Z 

Balance   forwarded 
4 

27 
23 

3 
3 

30 
5 

53 
48 

5 
fi 

6 

B 

42 
33 

10 
11 

35 
9 

68 
59 

11 
IE 

8 
7 

51 
44 

15 

.  45 

89 

^_==========^- 

Legal 
ARTICLE  9  3/8 

STOCK      RECO 

flat  string  envelopes 
x  IE  grade   16. 

RD 

» 

STOCK  No.  E80 

UNIT  M. 

MAXIMUM  75  M. 

MINIMUM  40  M. 

DATE  RECEIVED 
OR  ISSUED  193  

QUANTITY  RECEIVED                         ^ISSUED* 

QUANTITY 
ON  HAND 

Apr.      1        balance   carried  for'd 

50 

Z 

10 

40 

4 

5 

35 

7 

3 

32 

10 

20 

5E 

IE 

4 

48 

15 

3 

45 
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STOCK      RECORD 


Legal   flat   string 
ARTICLE  envelopes,    9   3/8  x  15 


STOCK  No.  E81 


UNIT  M 


MAXIMUM   70  M. 


MINIMUM   35  M 


DATE  RECEIVED 
OR  ISSUED  193  _ 


DIIAMTITV  Rrrriurn 
QUANTITY  RECEIVED 


QUANTITY 
ISSUED 


QUANTITY 
ON  HAND 


Apr 


balance  carried  for'd 


43 


ARTICLE  Date 

STOCK      RECORD 

Stamps     —  •"  —  *-•••  —            — 

STOCK  No.  350 

UNIT  Dozen 

MAXIMUM  75   doz. 

MINIMUM  35  doz. 

DATE  RECEIVED 
OR  ISSUED  193  

oiiiNTiTV  RFrni/Fn                         QUANTITY                          QUANTITY 
QUANTITY  RECEIVED                            ISSUED                             ON  HAND 

Apr.      1        balance    carried   for'd 

28   doz. 

5 

£0   doz. 

48      " 

___—  y     

75      " 

o 

40      " 

STOCK      RECORD 

ARTICLE  Porcelain  Roller  Envelope   Sealers      STOCK  No.  357 


UNIT  Dozen 


MAXIMUM   150  doz 


MINIMUM   60  doz. 


OT 


QUANT.TY  RECEIVED 


QUANTITY 
ISSUED 


QUANTITY 
ON  HAND 


Apr 


80  doz 


80  doz. 
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A  Complete  Stock  Record 

The  illustrations  on  pages  212,  213,  214  show  eight  stock 
record  cards,  including  stock  record  No.  357,  filled  in  be- 
tween April  1,  193-,  and  April  15,  193-. 

Let  us  read  the  card  of  stock  item  No.  263  and  note  the 
items  recorded  on  it: 

1.  On  April  1,  the  balance  on  hand,  which  has  been  car- 
ried forward  from  a  filed  stock  card,  is  27  M.  Accordingly, 
we  see  that  "27"  has  been  written  in  the  "Quantity  on 
Hand"  column. 

2.  On  April  2,  4  M  Wallets  were  issued.      Therefore 
these  entries  are  found:  "Apr.  2,"  in  date  column;  "4," 
in  the  "Quantity  Issued"  column  and  "23,"  the  new  balance 
(27  M  less  4  M),  in  the  "Quantity  on  Hand"  column. 

3.  On  April  3,  30  M  Wallets  were  received.   Under  date 
of  April  3,  "30"  is  entered  in  the  "Quantity  Received" 
column,  and  "53"  (23  M  plus  30  M)  in  the  "Quantity  on 
Hand"  column. 

4.  On  April  3,  5,  6,  entries  of  wallets  issued  out  of  stock 
are  recorded  in  the  "Quantity  Issued"  column,  and  each  time 
an  "Issue"  was  recorded  the  "Quantity  on  Hand"  column 
decreased. 

5.  On  April  10,  the  35  M  Wallets  received  are  recorded 
in  the  "Quantity  Received"  column,  and  35  M  is  added  to 
the  forwarded  balance  33  M,  making  the  quantity  on  hand 
68  M. 

6.  The  record  is  continued  in  the  same  manner;  so  that 
on  April  15,  it  shows  that  89  M  of  Flat  Wallets,  size  9"xl2", 
of  stock  item  No.  263,  should  be  in  stock. 

In  a  similar  manner  read  the  other  seven  cards  and  note 
that  the  information  recorded  on  them  is  of  the  same  nature 
as  that  found  on  card  No.  263. 

As  you  read  from  card  to  card  the  record  for  each  day, 
you  get  a  picture  of  the  day's  events  as  they  affect  the  stock 
records.  On  completing  the  reading  you  have  a  complete 
chronological  (day-by-day)  story  of  the  stock  records. 
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Note  that  the  maximum  and  minimum  limits  vary  for 
each  of  the  eight  items  listed.  These  limits  are  determined, 
as  we  have  seen,  by  the  chief  stock  clerk.  From  his  experi- 
ence the  chief  of  stock  can  estimate  what  the  quantity  limits 
are  for  each  item.  Naturally,  these  limits  cannot  be  the 
same  for  all  items  because  the  latter  vary  among  each 
other  in  their  frequency  of  sale,  and,  correspondingly,  more 
of  one  item  and  less  of  another  are  to  be  bought.  When  the 
stock  of  any  item  falls  below  the  minimum,  and  at  times 
even  when  it  is  close  to  the  minimum,  the  stock  clerk  will 
notify  his  superior,  and  a  purchase  requisition  for  an  addi- 
tional quantity  of  that  item  will  go  to  the  purchasing  de- 
partment. Why  were  purchase  requisitions  prepared  on 
April  5  for  each  of  the  eight  articles  of  stock?  Should  the 
stock  clerk  find  that  a  certain  article  is  stocked  above  the 
maximum,  he  will  again  notify  his  superior,  and  orders  for 
an  additional  supply  will  not  be  prepared  until  the  amount 
on  hand  falls  below  the  minimum  or  close  to  it. 

Checking  the  Balance  on  Hand  Column 

It  should  be  evident  that  the  figures  in  the  Balance  on 
Hand  column  on  each  stock  card  must  be  constantly  checked 
to  make  sure  that  they  are  correct.  On  some  stock  cards 
there  is  a  place  for  the  "O.K."  of  the  person  who  checks 
these  figures.  Sometimes  an  asterisk  or  a  check  is  placed 
next  to  the  figure  to  show  that  it  has  been  checked.  In  any 
case,  the  latest  amount  on  hand  can  be  checked  by  the  stock 
clerk  from  the  stock  record  itself.  The  checking  can  be  done 
by  adding  the  sum  of  "quantities  received"  to  the  amount  of 
"quantity  on  hand"  at  the  beginning  (if  there  is  any)  and 
subtracting  from  their  sum  the  total  of  the  "quantities 
issued."  The  difference  is  the  amount  on  hand  at  the  end. 
This  type  of  checking  by  the  record  itself  is  called  an 
"internal  check." 

Stock  Record  File  or  Stock  Ledger 

Strong  &  Williams  uses  stock  cards  for  its  stock  records. 


STOCK    KEEPING  217 

However,  these  records  may  be  kept  on  loose-leaf  sheets  as 
well,  or  on  visible  index  sheets,  or  in  a  bound  book.  The 
entire  record  makes  up  what  is  known  as  the  Stock  File  or 
Stock  Ledger.  What  system  of  filing  is  used?  Why? 

Summary 

The  stock  clerk  issues  goods  from  stock  on  a  written 
order  from  the  sales  department.  This  order  is  on  some 
form  of  stock  requisition  blank,  sales  order  copy,  or  sales 
invoice  copy.  Stock  files  or  stock  ledgers  are  kept.  Each 
article  in  stock  is  entered  on  an  individual  card,  loose-leaf 
sheet,  visible  index  sheet,  or  on  a  page  in  a  bound  book. 

The  stock  record  for  each  article  shows:  (1)  name  of 
article;  (2)  stock  number;  (3)  unit;  (4)  maximum  and 
minimum  limits;  (5)  date  received  or  issued;  (6)  quantity 
received  column;  (7)  quantity  issued  column;  (8)  quantity 
on  hand  column. 
Business  Vocabulary 

instructions  balances  issued 

authority  loose-leaf  identify 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.     (a)    Supply  the  entries  in  the  "quantity  on  hand"  column 
of  the  following  stock  record. 
Bin  No.  3 
Date  Received 
or  Issued 
April     1 
2 
3 
5 
6 
8 

10 
12 
12 
13 
15 
15  40 


Maximum  75  M. 

Minimum  30  M. 

Quantity 

Quantity 

Quantity 

Received 

Issued 

on  Hand 

Balance 

, 

36 

9 

f  , 

8 

4 

t 

20 

,  . 

f 

.  , 

7 

,  . 

5 

t 

8 

30 

,  , 

, 

•• 

5 

*  * 

4 

;; 
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(b)   Indicate  by  figures  an  "internal  check"  to  prove  the  ac- 
curacy of  your  work. 

GROUP  II 

1.  Stock  item  No.  350   (see  illustration  on  page  214)   has  a 
maximum  quantity  limit  of  75  dozen  and  a  minimum  of  35  dozen. 
On  April  3,  193-,  the  stock  on  hand  was  48  dozen.   This  item  is 
selling  well.   Why  did  the  stock  department  order  an  additional 
supply? 

2.  The  stock  department  frequently  finds  it  necessary  to  re- 
order stock  item  No.  357   (see  illustration  on  page  214).    What 
change  in  the  limits — maximum  and  minimum — may  help  to  de- 
crease the  frequent  requisitions? 

3.  Stock  item  No.  476  is  selling  very  slowly,  as  indicated  by 
the  stock  record  for  this  item.    How  will  this  knowledge  help  in 
deciding  whether  or  not  to  buy  a  large  quantity  of  the  item  which 
has  just  been  offered  at  a  specially  reduced  price? 

4.  James  Thorp  asks  for  a  large-sized  tube  of  tooth  paste  in 
the  local  drug  store,  and  is  told  that  the  store  is  out  of  stock  of 
the  large  size.  Two  days  later  he  inquires  again,  and  is  given  the 
same  answer.    What  may  be  unsatisfactory  about  the  method  of 
ordering  and  stocking  in  this  store?     What  may  result?     Sug- 
gest a  plan  for  improving  this  condition. 

5.  In  the  illustration  on  page  213,  apply  the  "internal  check" 
to  stock  card  No.  263  and  show  by  figures  the  correctness  of 
the  quantity  on  hand  on  April  15. 


LESSON  S 
PURCHASE  REQUISITIONS 

Requests  for  goods  to  be  added  to  stock  are  made,  as  we 
have  learned,  by  the  stock  department  to  the  purchasing  de- 
partment by  means  of  purchase  requisitions.  You  have  seen 
the  purposes  and  uses  of  purchase  requisitions,  but  two 
questions  still  remain  to  be  answered  more  completely  : 

1.  When  does  the  stock  department  prepare  purchase 
requisitions  ? 

2.  How  are  they  prepared  ? 
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When  Purchase  Requisitions  for  Stock  Are  Prepared 

The  question,  "When  does  the  stock  department  prepare 
purchase  requisitions?"  was  answered  for  the  greater  part 
in  the  previous  lesson.  In  mentioning  stock  item  No.  357,  it 
was  shown  that  the  chief  stock  clerk  on  March  25,  193-, 
made  out  purchase  requisition  No.  388  for  80  dozen  of  a 
new  article  of  stock,  the  Porcelain  Roller  Envelope  Sealer. 
Strong  &  Williams  had  received  many  requests  from  cus- 
tomers for  this  type  of  sealer  and  had  decided  to  buy  a  sup- 
ply to  satisfy  the  requests.  Again  on  April  5  purchase 
requisitions  No.  401  and  No.  402  were  sent  to  the  purchasing 
department,  because  the  supply  of  each  of  the  items  men- 
tioned in  the  requisitions  had  fallen  below  the  minimum. 
The  policy  of  Strong  &  Williams  and,  in  fact,  of  all  business 
concerns,  is  to  order  immediately  additional  supplies  of  any 
active  stock  number  that  has  fallen  below  the  minimum 
quantity  set  for  the  item.  On  April  5,  193-  an  additional 
supply  of  Envelope  Sealers  and  Date  Stamps  was  ordered  on 
Purchase  Requisition  No.  403,  even  though  the  two  stock 
numbers,  No.  357  and  No.  350,  had  not  fallen  below  their 
minimums.  The  reason  for  this  was  that  Strong  &  Williams 
was  receiving  orders  constantly  for  these  two  numbers  and 
anticipated  many  orders  in  the  future.  To  be  prepared  for 
such  future  demand,  it  was  decided  to  keep  the  supply  of 
both  of  these  numbers  well  above  the  minimum.  Why  might 
the  chief  of  stock  of  Strong  &  Williams  decide  on  short  no- 
tice to  raise  the  minimum  and  even  the  maximum  limits  of 
each  of  these  stock  numbers  ? 

How  Purchase  Requisitions  for  Stock  Are  Prepared 

The  second  question,  "How  are  purchase  requisitions  for 
stock  prepared?"  is  answered  by  considering  the  informa- 
tion that  must  be  forwarded  to  the  purchasing  department 
before  it  can  send  out  purchase  orders  to  the  proper  deal- 
ers. No  matter  what  the  nature  of  the  requisition  may  be, 
a  properly  written  request  and  the  details  of  what  is  to  be 
ordered  are  necessary. 
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The  completed  purchase  requisition  should  give  these 
facts : 

1.  The  purchase  requisition  number. 

2.  The  date  of  the  purchase  requisition. 

3.  The  name  of  the  department  making  the  requisition. 

4.  The  delivery  date. 

5.  The  quantity  (amount  and  unit)   and  description  of 
the  articles. 

6.  The  signature  of  the  head  of  the  department. 

7.  Purchase  order  number. 

8.  Name  of  firm  the  order  is  "issued  to." 

9.  Date  the  goods  are  ordered. 

Now  look  at  the  illustration  on  page  160  and  you  will  see 
clearly  how  the  stock  department  has  prepared  purchase 
requisition  No.  401,  which  was  sent  to  the  purchasing  de- 
partment on  April  5,  193-  by  the  chief  stock  clerk  after 
he  had  signed  it.  Note  that  for  each  of  the  day's  requi- 
sitions, the  original  was  sent  to  the  purchasing  department, 
while  the  duplicate  was  filed  temporarily  in  the  "Unfilled 
Purchase  Requisitions"  file  of  the  stock  department.  When 
the  goods  ordered  are  received  in  stock,  the  number  of  the 
purchase  requisition  is  shown  on  the  copy  of  the  receiving 
record,  obtained  by  the  stock  clerk  from  the  receiving  clerk. 
The  copy  of  the  original  requisition  is  now  transferred  from 
the  "Unfilled"  to  the  "Filled  Purchase  Requisition"  file. 
How  (by  what  method  of  indexing)  are  the  requisitions 
filed  in  both  files? 

Prepare  purchase  requisition  Nos.  402  and  403  from  the 
summary  of  the  requisitions  on  page  161,  following  the  form 
shown  on  page  160. 

Purchase  Requisitions  from  Departments  Other  than  Stock 

Departments,  other  than  the  stock  department,  need  sup- 
plies, equipment,  etc.,  as  was  shown  in  the  cases  of  the  ship- 
ping and  office  departments  under  problem  1,  Unit  VI,  Les- 
son 1.  The  procedure  of  preparing  the  purchase  requisition 
is  similar  to  that  used  for  the  stock  department.  On  page 
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161  is  a  summary  of  purchase  requisition  No.  404  made  up 
in  the  shipping  department  and  then  sent  to  the  purchasing 
department.  Why  is  it  good  business  practice  for  other  de- 
partments besides  the  stock  department  to  keep  on  file 
copies  of  their  purchase  requisitions?  Prepare  purchase 
requisition  No.  405  sent  by  the  office  manager,  using  the 
summary  on  page  161. 

Summary 

Purchase  requisitions  are  the  written  requests  for  mer- 
chandise, supplies,  and  equipment  made  to  the  purchasing 
department  by  the  various  departments  of  the  business  con- 
cern. The  original  copies  are  sent  to  the  purchasing  depart- 
ment, while  the  duplicates  remain  in  the  files  of  the  depart- 
ment requesting  the  goods.  The  stock  department  prepares 
purchase  requisitions  for  stock  for  these  reasons:  (1)  to  fill 
demands  by  customers  for  a  new  article  of  stock,  (2)  to 
bring  an  article  of  stock  above  its  minimum,  (3)  to  add  to 
stock,  even  when  above  minimum,  in  anticipation  of  future 
orders. 

A  completed  purchase  requisition  shows:  (1)  the  requisi- 
tion number,  (2)  the  date,  (3)  the  name  of  the  department, 
(4)  the  delivery  date,  (5)  the  quantity  and  description  of 
articles  to  be  ordered,  (6)  the  signature  of  the  department 
head  forwarding  the  requisition,  (7)  the  purchase  order 
number,  (8)  the  name  of  the  firm  to  whom  the  order  is  is- 
sued, (9)  the  date  the  goods  were  ordered.  "Unfilled"  and 
"Filled  Purchase  Requisition"  files  are  used  to  hold  the 
copies  of  the  purchase  requisitions. 

Business  Vocabulary 

policy  anticipate 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  (a)  Stock  item  No.  536  taken  from  the  stock  record  file  of 
Wm.  Jennings  &  Co.  showed  a  minimum  limit  of  125  M.  From 
this  stock  card  the  following  additional  information  was  taken: 
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April  1,  193- 
2 
3 
4 
5 


Balance  136  M. 
Issued        8  M. 

M. 

M. 


5 
7 
9  M. 


On  April  5,  193-  a  purchase  requisition  was  prepared  to  in- 
crease the  stock  of  the  item  to  45  M  over  its  set  minimum.  How 
much  stock  was  ordered? 

(b)  Stock  item  No.  539  had  maximum  and  minimum  limits  of 
90  gross  and  50  gross  respectively.  On  April  15,  193-  the  stock 
on  hand  was  47  gross.  The  head  of  the  stock  department  with 
the  approval  of  the  management  decided  to  raise  the  limits  to 
125  and  75. 

(1)  What  is  the  increase  in  the  maximum  and  in  the  mini- 
mum limits? 

(2)  How  much  is  to  be  ordered  on  April  15,  193-  to  bring 
the  supply  of  the  stock  to  within  15  gross  of  the  new 
maximum? 

(3)  How  much  above  the  new  minimum  will  the  stock  be 
after  the  additional  stock  in  (b)  is  received? 

GROUP  II 

1.  In  preparing  a  purchase  requisition,  the  stock  clerk  wrote 
the  quantity  so  carelessly  that  a  much  larger  supply  was  ordered 
than  was  necessary.     What  habit  has  the  stock  clerk  failed  to 
acquire?    How  might  this  cause  a  great  loss  to  the  business? 

2.  The  receipts  and   issues  of  three  stock  numbers  are  as 
follows : 


Dates 

Stock  No.  598 

Stock  No.  599 

Stock  No.  600 

Tfprd 

or 

Unit  M 

Unit  Gross 

Unit  Pkg. 

Issued 

Reed. 

Issued 

Reed. 

Issued 

Reed. 

Issued 

193- 

(Balance) 

(Balance) 

(Balance) 

May  15 

76 

92 

1500 

May  15 

7 

6 

May  15 

6 

May  16 

5 

3 

250 

May  16 

3 

150 

May  17 

3 

4 

125 

May  18 

4 

9 

May  21 

50 

20 

1000 
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The  Maximum  and  Minimum  limits  are: 

No.  598        No.  599  No.  600 

Maximum    75  M         125  gr.  1600  pkg. 

Minimum 45  M          75  gr.  850  pkg. 

On  May  18,  requisitions  No.  675,  No.  676,  and  No.  677  were 
sent  to  the  purchasing  department,  and  on  the  21st  goods  were 
received  on  stock  numbers  598,  599,  600  respectively: 

(a)  What  was  the  balance  on  hand  of  each  stock  number  on 
May  18,  after  the  issue  of  goods? 

(b)  Which  balances  were  below  the  minimum,   and  by  how 
much?    Which  were  above,  and  by  how  much? 

(c)  After  the  receipt  of  goods  on  May  21,  by  how  much  were 
the  supplies  of  stock  numbers  598  and  600  above  the  maximum? 
By  how  much  was  No.  599  below  the  maximum? 

(d)  Why  was  a  requisition  made  out  for  stock  item  No.  598, 
although  as  yet  its  minimum  had  not  been  reached? 

(e)  Why  were  requisitions  made  out  for  stock  items  No.  599 
and  No.  600? 

(f)  What,  most  likely,  was  decided  concerning  the  limits  set 
for  stock  numbers  598  and  600?    Why? 


LESSON  4 
THE  STOCK  RECORD  AS  A  PERPETUAL  INVENTORY 

At  certain  times  of  the  year  business  concerns  must  know 
the  total  value  of  their  stock  of  merchandise  on  hand.  To 
secure  this  information  an  inventory  of  stock  is  taken. 
They  may  need  the  figure  to  find  their  net  profit  or  to  ascer- 
tain the  items  that  are  overstocked  as  well  as  those  that  are 
understocked.  They  may  need  the  inventory  record  for 
other  purposes. 

In  this  lesson  and  in  the  next  it  will  be  shown,  through 
two  methods  employed  by  Strong  &  Williams,  how  concerns 
find  the  value  of  the  inventory. 
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Inventory  Obtained  from  Stock  Records 

Problem  1.  On  April  15,  1 93-,  Strons  &  Williams  wishes  to  as- 
certain the  total  value  of  its  stock  of  merchandise  on  hand.  How  is 
this  done? 

1.   Finding  the  quantity  of  stock  on  hand. 

First,  the  quantity  on  hand  of  each  article  in  stock  must 
be  found.  During  the  busy  season  it  is  impractical  to  make 
an  actual  count  by  hand  of  the  quantity  of  each  item.  In 
such  a  case  how  can  the  stock  clerk  supply  this  information 
from  his  records  ?  We  are  reminded  that  the  stock  files  kept 
by  the  stock  clerk  of  Strong  &  Williams  contain  a  stock  card 
for  every  type  of  article  in  stock.  Each  stock  card,  as  you 
know,  shows  at  any  time  the  balance  on  hand  of  the  par- 
ticular item.  The  stock  card  for  legal  flat  envelopes,  size 
9%"xl5",  stock  No.  281  (illustration  page  214),  shows  on 
April  15,  193-,  43  M  to  be  the  quantity  of  that  article  on 
hand  at  that  time.  The  other  stock  cards  in  the  files  show 
the  following  for  the  same  date: 

Stock  Quantity 

No.  Article  on  Hand 

280       Legal  flat  envelopes,  size  9%"xl2" 45  M 

263       Flat  wallets,  9"xl2" 89  M 

262         "  "         9"xl4"   * 64  M 

188       Stenographers'  Notebooks   138  gr. 

190       Memo    Books    165  gr. 

357       Porcelain  Roller  Env.    Sealers 135  doz. 

350       Date  Stamps   75  doz. 

The  stock  clerk  prepares  a  list  including  every  item 
stocked  and  sets  down  next  to  the  corresponding  stock  num- 
ber the  latest  balance  on  hand  of  each  item  as  shown  on  the 
stock  cards.  This  list  is  called  an  inventory  of  stock.  The 
stock  file  kept  by  the  stock  clerk  can  thus  provide  the  correct 
quantities  for  an  inventory  of  stock  on  any  day  of  the  year. 
From  the  stock  record  a  perpetual  inventory  can  be  pre- 
pared. Since  this  inventory  is  taken  from  a  written  record 
— a  sort  of  book  record — it  is  also  called  a  "book"  inventory. 
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2.  Finding  the  unit  price  of  each  item  of  stock. 

As  the  total  money  value  of  the  inventory  on  April  15, 
193-  must  be  determined,  it  is  necessary  to  know  not  only 
the  quantity,  but  also  the  value  of  each  article ;  and  the  value 
of  the  entire  stock.  The  inventory  then  must  show  the  unit 
price  and  extension  of  each  article  and  finally  the  total  value 
of  the  inventory.  The  question  that  we  naturally  ask  is: 
how  can  the  unit  price  of  each  article  be  arrived  at?  The 
next  paragraph  will  answer  this  question. 

Every  time  Strong  &  Williams  makes  a  purchase  of  goods, 
we  have  seen  that  the  seller  sends  an  invoice.  This  invoice 
shows  the  unit  price  charged  for  each  article,  and  therefore 
the  exact  cost  of  the  article  to  Strong  &  Williams.  To  deter- 
mine the  unit  price  for  the  inventory,  the  latest  invoice 
should  be  consulted.  If  the  stock  card  also  includes  the  unit 
price,  what  labor  is  saved?  However,  it  is  thought  more 
practical  to  use  the  "market"  price  when  the  market  price 
of  the  article;  that  is,  its  cost  in  the  open  market  at  in- 
ventory time,  is  less  than  the  cost  or  invoice  price.  Where 
are  the  market  prices  obtained?  The  rule,  then,  is :  Use  the 
market  price  or  actual  cost  price,  whichever  is  lower,  as  the 
unit  price  of  articles  in  ascertaining  the  value  in  money  of 
stock  on  hand. 

3.  Completing  the  inventory. 

All  the  necessary  data  is  now  available  for  the  actual 
preparation  of  the  inventory  sheet.  Look  at  illustration  on 
page  226  which  shows  the  completed  inventory  of  Strong  & 
Williams'  stock  on  April  15,  193-.  You  will  see  that  the  in- 
ventory sheet  includes : 

1.  Heading  of  the  inventory  sheet. 

2.  Date  of  the  inventory  (April  15,  193-). 

3.  Stock  number  of  each  article. 

4.  Description  or  name  of  the  article. 

5.  Quantity  of  the  article. 

6.  Extension  (quantity  x  unit  price)  of  each  article. 

7.  Total  value  of  the  inventory,  which  is  $16,028.75. 
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STRONG  &  WILLIAMS 

PERPETUAL  INVENTORY  RECORD 


Written  Ry      fjT  .  (A 


Gh^JL 


)    IS,      193JZ1 


Priced 


Checked  By. 


STOCK 
No. 


DESCRIPTION 


QUANTITY 


UNIT  PRICE 


EXTENSIONS 


To 


>  J  o  o 


L  0  ft.  a 


1  V 


I  O.Jo 


I  Z.on 


L^S-OP 


LLL.tc 
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7  CLO  0 


lioQ'L't 


Summary 

From  the  stock  records  (the  stock  file  or  stock  ledger)  an 
inventory  of  all  stock  on  hand  can  be  obtained  at  any  time. 
The  stock  records  provide  a  perpetual  or  "book"  inventory. 
By  obtaining  the  unit  price  (cost  or  market  price,  which- 
ever is  lower)  the  money  value  of  each  article  and  of  the 
entire  inventory  can  be  found. 


Business  Vocabulary 

example 
perpetual 


extension 
inventory 
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ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  Find  the  extension  for  each  of  the  following  items  taken 
from  an  inventory  sheet  prepared  December  31,  193-  for  the 
Watson  Stationery  Supplies  House: 

Quantity               Stock  No.                Unit  Price  Extension 

250  doz.                      459                          $1.20  ? 

160     "                         460                             2.25  ? 

120    "                          473                             6.25  ? 

90    "                          475                             1.50  ? 

1500  pkg.                     504                              .50  ? 

40  doz.                      758                            4.50  ? 

2.  Find  the  total  value  of  the  book  inventory  prepared  June  30, 
193-  for  the  B.  F.  Horton  Co.: 

Sheet  No.  1,  $395.80;  Sheet  No.  2,  $259.65;  Sheet  No.  3, 
$308.76;  Sheet  No.  4,  $199.38;  Sheet  No.  5,  $644.09;  Sheet  No. 
6,  $750.00;  Sheet  No.  7,  $339.47;  Sheet  No.  8,  $588.50. 

GROUP  II 

1.  When  he  reports  his  merchandise  inventory  for  income  tax 
purposes,  the  business  man  is  expected  to  apply  the  principle  of 
valuation  at  market  price  or  cost  price,  whichever  is  lower,  to  his 
unit  prices.   Why  does  this  rule  help  to  determine  conservatively 
the  value  for  the  inventory? 

2.  The    stock    clerk    of    the    Sloane    Hosiery    Co.    prepared 
a  book  inventory  of  stock  on  hand  on  December  31,  193-  using 
the  cost  figures  in  pricing  the  individual  items  of  stock : 

Unit  Price 

Quantity  Stock  No.                Description                       (At  Cost) 

2500  doz.  695  Men's  Lisle  Socks   (assorted)       $  .95 

390     "  712  Men's  Silk  Socks                                3.60* 

576     "  714  Women's  Wool  Hose                           4.80 

409     "  716  Women's  Silk  Hose                             5.25 

125     "  814  Children's  Half  Wool  Stockings        1.75* 

210     "  815  Children's  Rayon  Stockings               2.50* 

184     "  816  Women's  Sheer  Silk  Hose                  6.40* 

160     "  909  Women's  Rayon  Hose                         3.25 

130     "  912  Women's  Cotton  Hose                        2.50* 


*The  market  prices  per  unit  were :  Stock  No.  712,  $3.40 ;  Stock 
No.  814,  $1.45;  Stock  No.  815,  $2.35;  Stock  No.  816,  $6.25;  Stock 
No.  912,  $2.10. 
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(a)  What  was  the  total  value  of  the  inventory,  as  originally 
figured  by  the  stock  clerk  of  the  Sloane  Hosiery  Co.? 

(b)  After  completing  the  work  in   (a)   the  stock  clerk  found 
that  the  items  starred  had  a  lower  market  price  than  the  cost. 
He  proceeded  to  re-figure  the  inventory.   What  total  did  he  get? 

(c)  How  much  lower  was  the  total  value  of   the  inventory 
found  in  (b)  than  that  found  in  (a)  ? 

(d)  Why  did  the  stock  clerk  prepare  the  new  inventory? 

(e)  Prepare  the  inventory  form  as  made  up  by  the  stock  clerk. 


LESSON  5 

TAKING  STOCK— THE  PHYSICAL  INVENTORY- 
RECORD  OF  STORES 

The  merchandise  stock  on  hand  on  April  15,  193-,  as  ob- 
tained from  the  stock  records  kept  by  Strong  &  Williams, 
amounted  to  $16,028.75.  Should  this  total  always  be  ac- 
cepted at  its  face  value?  No.  Good  business  practice  de- 
mands that  this  important  amount  be  verified  from  time  to 
time.  How  may  we  prove  whether  this  figure  is  correct  or 
not?  This  may  be  done  by  the  use  of  a  second  method  to 
check  the  figures  obtained  through  the  first  method.  Our 
problem,  then,  is  to  show  how  this  second  method  of  finding 
the  inventory  operates  and  how  it  acts  as  an  "external 
check"  on  the  figures  obtained  through  the  use  of  the  per- 
petual inventory. 

Taking  Stock 

Problem  1.  How  does  the  managemept  of  Strong  &  Williams 
take  a  physical  count  of  its  stock  on  hand  on  April  15  and  compare 
the  total,  as  well  as  the  individual  items  so  obtdned,  with  those  pre- 
pared from  the  stock  record  cards  of  the  same  date? 

Many  methods  of  taking  physical  count  or  "inventory" 
may  be  used;  the  one  used  by  Strong  &  Williams,  in  com- 
mon with  that  employed  by  many  large  concerns,  is  as 
follows :  After  business  hours  in  order  not  to  interfere 
with  the  regular  routine  of  business,  all  the  stock  clerks  and 
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others  known  as  "inventory  clerks"  are  divided  into  teams 
of  two.  Each  team  is  assigned  to  take  the  stock  kept  in  a 
certain  section  or  sections  of  the  stockroom  and  warehouses. 
One  member  of  the  team  counts  the  number  of  articles  in 
the  shelf  or  bin,  while  the  other  records  the  quantities 
"called"  on  an  inventory  sheet  after  he  has  repeated  the 
amount  given  by  the  actual  counter. 

The  quantities  are  written  in  front  of  the  stock  numbers 
and  descriptions  of  the  articles  inventoried.  When  the 
taking  of  inventory  has  been  completed,  the  sheets  are 
collected  from  all  the  teams,  assembled,  numbered  in  con- 
secutive order,  "priced,"  extended,  totaled,  and  summarized. 
Pricing  is  done  by  the  purchasing  department,  and  the 
extensions  and  totals  are  computed  by  other  clerks.  The 
total  computed  on  the  summary  sheet  then  indicates  the 
value  of  the  physical  inventory  on  hand  as  of  that  date. 
It  should  be  noted  that  the  summary  sheet  prepared  here  is 
the  same  as  that  prepared  by  the  clerks  in  computing  the 
perpetual  inventory. 

Physical  Inventories  and  Book  Inventories  Compared 

There  is  a  second  part  of  our  problem  that  we  have  not 
yet  answered.  It  is  this:  "How  does  the  management  of 
Strong  &  Williams  actually  verify  the  accuracy  of  the  inven- 
tory total  obtained  from  its  stock  records  on  April  15  and 
account  for  the  differences,  if  any  ?" 

It  seems  reasonable  to  expect  that  the  record  of  the  bal- 
ance of  stock  on  hand  should  agree  with  the  actual  count. 
In  other  words,  we  expect  the  physical  and  book  inventories 
to  tally.  When  they  do  agree  it  indicates  that  the  stock 
clerk  in  charge  of  the  stock  record  has  carried  out  his  work 
efficiently  and  accurately.  A  disagreement  of  the  inventories 
may  be  due  to  some  error  made  by  the  stock  clerk.  On  the 
other  hand,  it  may  not  be  his  fault  at  all.  However,  the 
careful  stock  clerk  usually  can  avoid  a  discrepancy  between 
his  book  record  and  the  physical  count  by  occasionally  com- 
paring the  balance  on  hand  shown  by  his  stock  record  for 
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a  few  selected  items  with  an  actual  count  made  by  him. 

The  inventory  sheet  prepared  on  April  15  by  the  per- 
son placed  in  charge  of  stock  taking  showed  the  following : 
Stock  No.  Description  Quantity 

188          Stenographers'  Notebooks  138       gross 

190         Memorandum  Books  164y2       " 

262  Flat  Wallets,  9"  x  14"  64  M 

263  "  "         9"  x  12"  89  M 

280  Legal  Flat  Envelopes,  9%"  x  12"  46  M 

281  "          "  "  9%"xl5"  43  M 
350         Date  Stamps                                              74  doz. 
357         Porcelain  Roller  Envelope  Sealers     135  doz. 

A  comparison  of  the  amounts  listed  in  the  "quantity" 
column  with  the  balances  obtained  from  each  stock  record 
as  of  the  same  date,  April  15,  shows  that  most  of  the  items 
tally.  In  a  few  cases,  as  you  notice,  stock  No.  190,  No.  280, 
and  No.  350,  there  were  some  discrepancies.  There  are 
various  reasons  for  these  discrepancies.  The  articles  may 
have  been  broken;  the  "receipts"  and  "issues"  of  these 
items  may  have  been  handled  wrongly;  incorrect  entries 
or  omissions  of  quantities  may  have  caused  a  difference. 
Record  of  Stores 

The  articles  needed  by  clothing  manufacturing  concerns 
to  make  up  finished  suits  of  clothes — the  cloth,  lining,  can- 
vas, trimmings,  buttons,  etc. — are  called  raw  materials. 
What  are  the  raw  materials  needed  to  make  a  loaf  of  bread 
or  a  cake?  Can  you  recognize  that  finished  article  whose 
raw  materials  are  leather,  rubber,  laces,  hooks  and  eyes, 
lining?  The  raw  materials  from  which  a  finished  article 
is  manufactured  are  often  called  stores,  and  the  finished 
product,  stock.  Stores  are  kept  by  a  manufacturing  concern 
in  a  stores  room;  stock,  as  we  have  already  learned,  in  a 
stockroom.  A  clerk  is  needed  to  take  charge  of  the  stores 
room,  and  he  is  called  a  stores  clerk.  His  record  of  stores 
will  be  the  same  as  the  record  of  stock  kept  by  the  stock 
clerk,  except  that  the  names  of  the  articles  will  be  those  of 
raw  materials  instead  of  finished  products. 
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From  a  review  of  the  procedure  followed  in  taking  care 
of  the  stockroom  (pages  199-217)  we  can  learn  how  to  make 
the  records  for  each  type  of  article  in  the  stores  room  and 
how  to  keep  the  stores  room  properly. 

Keeping  Stock  in  Retail  Stores 

Simpler  stock  records  are  kept  by  retail  trading  concerns 
than  by  wholesale  concerns,  but  stock  is  taken  in  much 
the  same  way.  Some  retail  concerns  mark  goods  received 
with  selling  and  cost  prices  before  placing  them  in  stock. 
In  a  drug  store,  for  example,  each  article  often  will  have  the 
selling  and  the  cost  price  marked  on  it.  In  the  book  shop 
of  a  department  store  the  sales  clerk  will  show  you  the  sell- 
ing price  of  the  book  on  the  inside  of  the  front  or  back 
cover.  A  jeweler  will  have  a  tag  bearing  the  selling  and 
cost  price  attached  to  the  article  he  sells.  Naturally  the 
cost  price  will  not  be  shown  in  the  actual  figures,  but  in 
letters  or  figures  based  on  a  marking  code  which  does  not 
reveal  the  cost  price  to  the  customer. 

Marking  Code 

How  does  the  jeweler,  for  example,  prepare  and  use  a 
cost  price  code?  He  may  pick  out  a  word  or  words  con- 
taining ten  letters,  each  letter  representing  in  order  a  num- 
ber from  1  to  9.  Zero  is  usually  represented  by  the  letter 
at  the  end  or  beginning  of  the  "code  word"  or  words.  In 
addition  he  uses  two  other  letters  to  represent  repeated  fig- 
ures. For  example  he  may  choose  for  his  code  word  reduc- 
tions, which  has  no  two  letters  alike,  and  use  the  letters  m 
and  p  as  the  "repeaters."  The  code  word  will  represent  the 
numbers  as  follows : 

1234567890      repeaters 
T       e       d       u       c       t        i       o       n       s      m,       p 

A  watch  that  costs  $25.70  is  coded,  ec.is,  and  a  silver  urn, 
costing  $6.65,  is  coded,  t.mc.  What  is  the  cost  of  the  article 
tagged,  ep.mc? 
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Summary 

"Taking  stock"  means  to  make  an  actual  count  of  the  ar- 
ticles in  a  stockroom,  warehouse,  etc.  From  this  the  physical 
inventory  is  prepared,  which  should  agree  with  the  per- 
petual or  book  inventory.  A  manufacturing  concern  keeps 
on  hand  raw  materials,  called  stores,  as  well  as  finished 
goods,  called  stock.  A  stores  room  contains  raw  materials; 
a  stockroom,  finished  products.  However,  the  system  of 
keeping  records  and  taking  care  of  the  rooms  is  the  same 
in  both  cases.  Marking  codes  enable  retailers  to  tag  articles 
with  cost  prices  so  that  customers  will  be  unable  to  know 
them. 


Business  Vocabulary 

physical 
frequently 


generally 

unavoidable 

breakage 


reversing 
recognize 


ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  The  analysis  sheets,  prepared  as  a  result  of  "taking  stock" 
indicate  that  the  quantities  actually  on  hand  of  stock  numbers 
280  and  350  do  not  agree  with  the  stock  cards.  The  physical  in- 
ventory count  shows  78  M  of  stock  No.  280,  and  59  dozen  of 
stock  No.  350.  A  summary  of  each  stock  card  is  given  as  follows : 

Stock  No.  280  Stock  No.  350 


Date 

Rec.  Issued 

Bal. 

Date 

Rec.  Issued 

Bal. 

193- 

Bal.   for'd 

70  M 

193- 

Bal.   for'd 

52  doz. 

Dec.  15 

35  M 

105 

Dec.  15 

6  doz. 

46 

17 

9  M 

96 

16 

35  doz. 

91 

18 

6 

90 

18 

7 

84 

20 

7 

83 

22 

9 

76 

22 

25 

108 

23 

20 

96 

22 

9 

97 

23 

8 

88 

23 

6 

91 

24 

7 

81 

24 

3 

87 

24 

3 

78 

26 

6 

81 

26 

2 

76 

28 

4 

77 

29 

6 

70 

29 

2 

75 

31 

31 
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(a)  By  how  much  is  the  stock  card  balance  of  No.  280  below 
the  actual  count,  and  that  of  No.  350  above  the  actual  count  ? 

(b)  Rewrite  the  balance  column  of  each  stock  number.     Show 
where  errors,  if  any,  have  been  made  in  the  stock  record. 

(c)  What  is  the  final  conclusion? 

(d)  Check  your  new  balances  on  hand  by  means  of  the  "in- 
ternal check." 

GROUP  II 

1.  In  a  certain  concern,  the  book  inventory  is  prepared  by  the 
stock  clerks,  while  the  physical  inventory  is  taken  by  other  clerks 
(inventory  clerks).    Why  is  it  best  not  to  place  both  tasks  in  the 
hands  of  the  same  person? 

2.  Some  wholesale  concerns  suspend  their  regular  business 
procedure  at  the  time  of  "taking  stock/'  and  concentrate  on  this 
task  for  one  or  more  days  and  nights.   What  idea  is  back  of  this 
policy? 

3.  The  physical  inventory  of  Hart  and  Hinds  as  of  June  30, 
193-  agrees  with  the  book  inventory,  but  for  one  item  of  stock, 
No.  459.     The  physical  inventory  shows  1650  pkgs.,  while  the 
book  inventory  shows  the  balance  indicated  in  the  following  stock 
card: 


Article  No.  4  Crayons                            Stock  No.  459 

Date 

Amount 
Received 

Amount 
Issued 

Amount  on 
Hand 

193- 

June  15 

785  pkg. 

16 

75  pkg. 

710 

18 

650  pkg. 

1360 

19 

150 

1210 

19 

275 

935 

20 

700 

1635 

21 

350 

1285 

21 

125 

1160 

22 

375 

787 

23 

75 

712 

25 

150 

562 

29 

500 

1062 

29 

75 

987 

30 

85 

902 
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During  the  course  of  the  month  four  requisitions  to  the  pur- 
chasing department  were  made,  as  follows : 

No.     89 — 650  pkgs. — delivery  date  June  17 
No.     97—700     "     —       "  "        "     20 

No.  102^-750     "     —       "  "        "     23 

No.  108—500     "     —      "  "        "     29 

(a)  What  difference  is  there  between  the  physical  count  and 
the  stock  record  of  the  amount  on  hand  ? 

(b)  Rewrite  the  Amount  on  Hand  column  and  find  the  errors 
made,  if  any. 

(c)  How  much  is  the  book  inventory  still  "out"? 

(d)  What  did  the  stock  clerk  fail  to  record? 

(e)  Now  check  the  stock  card   by   means   of    the   "internal 
check." 

4.  On  Dec.  31,  193-,  the  inventory  clerks  of  Robt.  Fraser  & 
Co.,  wholesale  grocers,  took  a  physical  inventory  of  stock.  The 
quantity  on  hand  of  each  article  of  stock  was  obtained  from  the 
stock  summary  sheet.  The  bookkeeping  department  obtained  the 
cost  prices  from  the  latest  invoices,  and  the  purchasing  depart- 
ment prepared  a  list  of  market  prices  from  trade  reports.  Fill 
out  the  inventory  sheet  of  Robt.  Fraser  &  Co.  from  the  facts 
given  in  summarized  form  below: 

Stock  Quantity  *Unit  *Unit 

No.  Article  on  Hand          Cost  Price   Market  Price 


96 

Vinegar 

1250  bottles 

$.07 

$.065 

102 

Vanilla 

560  gal. 

1.75 

1.90 

121 

Olive  Oil 

750  pts. 

.24 

.235 

137 

Cocoa 

1570  tins 

.60 

.58 

144 

Sugar 

2600  Ibs. 

.04 

.035 

145 

Flour 

2500  " 

.04 

.045 

175 

Tomato  Sauce 

1200  cans 

.09 

.03 

208 

Wax  Paper 

4500  pkgs. 

.08 

.09 

5. 

A  retail  haberdashery  store  uses 

the  code 

word  purchas- 

ing,  with  the  letters  d  and  /  as  repeaters.    How  are  the  follow- 
ing cost  prices  marked:  $6.75;  $2.25;  $10.00;  $9.50;  $8.98? 

*Use  the  lower  price  for  each  item. 
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Photo  by  Ewing   Galloway 

Has  the  Salesman  Made  a  Favorable  Impression?    Why? 
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Sales  Orders  Taken  Over  the  Telephone 

Problem  1.  A  telephone  call  from  Walter  Stone,  a  customer, 
is  received  by  Strong  &  Williams.  Mr.  Stone  wishes  to  place  an  order 
for  merchandise.  Who  will  take  the  order?  How? 

The  call  from  Mr.  Stone  will  be  transferred  by  the  switch- 
board operator  to  the  sales  department.  An  employee  in 
that  department  will  take  the  order  and  all  other  such 
orders.  This  employee  is  called  the  order  clerk  in  the  sales 
department.  We  must  be  careful  not  to  confuse  this  clerk 
with  the  order  clerk  in  the  purchasing  department. 


STRONG  &  WILLIAMS 

I5<  FULTON  STREET.  NEW  YORK 


SOLD  TO 


-I93^_ 


Our  OroV  No. 


Order  No. 


Credit 


TERMS 


HOW  SHIP 


/ 


WHEN 


Qu-nttty 


Stock  No. 


Petcription 


Unit  Price 


Sales  Order  Form 


Photos  by  Euring  Galloway 


Obtaining  Orders  from  Customers 

Reading  across  page:  (1)  by  telephone;  (2)  by  house  salesman; 
(3)  by  traveling  salesman;  (4)  by  telegram 


Photos  by  Ewing  Galloway 

Obtaining  Orders  from  Customers 

Reading  across  page:  (5)  by  canvasser;  (6)  by  bond  salesman; 
(7)    by  catalogue;    (8)    by  commission  merchant 
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The  order  clerk  will  make  a  copy  of  the  order  transmitted 
over  the  telephone  by  Walter  Stone.  For  that  purpose  he 
keeps  an  order  book  with  blank  sales  order  forms  on  which 
he  writes  the  necessary  information. 

At  the  telephone  the  order  clerk  fills  out  the  sales  order 
form  in  triplicate  from  the  information  given  by  the  cus- 
tomer. Remember  that  carbon  papers  have  been  previously 
inserted  between  the  multiple  copies  of  the  sales  order  form 
in  the  book.  The  illustration  on  page  236  shows  a  copy  of 
the  completed  sales  order  as  it  was  prepared  by  the  clerk. 

Examine  the  completed  form  and  notice  that  it  includes 
the  following  information : 

1.  Our  order  number  ....No.  251*....  (These  numbers  are 
usually  printed,  and  run  in  sequence.) 

2.  The  customer's  order  number (Not  given  here. 

Why?) 

3.  Credit (Not  filled  in.   Why?) 

4.  The  date  of  the  order  ....April  9,  193-.... 

5.  Sold  to  ....Walter  Stone.... 

254  West  18th  St.,  Brooklyn,  N.  Y. 

6.  Terms  ....n/30.... 

7.  How  ship....&i/  parcel  post.... 

8.  When  ship  ....April  13,  193-.... 

9.  Quantity...^  gross,  1  gross,  3  doz 

10.  Stock  No 188,  190,  350.... 

11.  Description.... Stenography  Notebooks,  Memorandum 
Books,  Date  Stamps.... 

12.  Unit  Price..._$7.50,  $9.75,  $3.10.... 

13.  Buyer's  Signature (Not  filled  in. 

Why?) 

14.  Salesman George  Booth 

Note  that  items  1-8  inclusive  go  into  the  heading,  items 
9-12  into  the  body,  and  items  13-14  are  at  the  bottom  of  the 
blank. 

The  order  clerk  will  repeat  the  order  to  Mr.  Stone  and 
ask  him  to  send  in  a  written  confirmation. 
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The  written  confirmation  of  order  No.  254  which  Mr. 
Stone  sends  will  be  the  "original  copy"  of  the  purchase 
order.  Why  is  a  confirmation  requested? 

Disposition  of  the  Sales  Orders 

Problem  2.  What  is  done  with  the  sales  order  from  Walter 
Stone  that  was  just  received  over  the  telephone? 

If  the  stock  numbers  or  unit  prices  are  not  given  by  the 
customer,  the  order  clerk  will  enter  them  himself,  obtaining 
the  numbers  and  prices  from  a  copy  of  a  selling  price  list 
previously  given  to  him  by  the  Sales  Department.  The  order 
clerk  also  checks  the  descriptions  of  the  articles  and  unit 
prices.  He  then  carefully  tears  out  the  original  and  dupli- 
cate copies  of  the  sales  order  from  his  order  book  and  for- 
wards them  both  to  the  credit  department.  This  department, 
in  turn,  forwards  them  to  the  stock  department  after  it  has 
approved  the  credit  terms  granted  to  the  customer.  If  the 
credit  terms  are  not  approved,  the  credit  department  will 
reject  the  entire  order  and  return  it  to  the  sales  department, 
which  will  then  notify  the  customer  of  the  rejection.  The 
triplicate  copy  of  the  sales  order  remains  in  the  order  clerk's 
order  book,  or  is  torn  out  of  the  book  and  is  filed  in  an 
"Unfilled  Order"  file  until  the  goods  have  been  shipped. 

In  some  concerns  where  the  volume  of  business  is  large 
and  where  the  prices  are  absolutely  standard,  the  work  of 
entering  sales  prices  on  orders  received  is  turned  over  to  a 
clerk  known  as  the  "Pricing  Clerk." 

Sales  Orders  Taken  by  the  City  Salesmen 

Strong  &  Williams  employs  salesmen  to  "canvass"  cus- 
tomers in  the  city  and  out  of  town.  The  city  salesmen  inter- 
view customers  in  the  city  (see  illustration  page  238 )  and, 
receiving  their  orders  personally,  bring  them  into  the  office 
every  day.  The  office  then  disposes  of  these  orders. 

Problem  3.  Mr.  George  Booth,  the  city  salesman,  returns  with 
an  order  from  the  Yorkville  Stationery  Store,  758  Third  Avenue, 
New  York,  N.  Y.  Let  us  trace  this  order  as  it  is  handled  in  the  office. 
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At  the  customer's  place  of  business,  the  salesman  had 
already  filled  out  the  order  in  triplicate  in  his  order  book. 
The  original  was  left  with  the  customer;  the  duplicate, 
signed  by  the  customer,  and  the  triplicate  were  left  in  the 
order  book.  The  salesman,  returning  to  his  office,  immedi- 
ately turns  over  the  copy  of  this  order  signed  by  the  cus- 
tomer, to  the  sales  manager,  who  inspects  it  and  forwards 
it  to  the  sales  order  clerk.  The  sales  order  clerk  prepares 
the  sales  order  No.  255  exactly  the  same  way  as  he  pre- 
pared order  No.  254.  Tue  same  office  routine  is  followed  in 
disposing  of  this  second  order.  Special  care  in  this  case  is 
taken  to  file  the  customer's  signed  copy  of  the  order  because 
it  takes  the  place  of  the  customer's  written  confirmation 
mentioned  in  order  No.  254. 

Some  concerns  make  use  of  the  salesmen's  copies  of  the 
order  in  their  office  routine  (then  the  salesman  is  required 
to  make  four  copies)  and  thereby  dispense  with  the  copies 
prepared  by  the  sales  order  clerk.  What  advantages  do  you 
see  in  this  method?  What  disadvantages? 

Summary 

The  sales  order  clerk  prepares  copies  in  multiple  form 
of  all  incoming  orders.  Copies  No.  1  and  No.  2  are  sent  to 
the  credit  department  for  credit  checking,  and  from  there 
to  the  stock  department,  if  the  order  has  been  approved. 
Copy  No.  3  is  kept  in  the  "Unfilled  Order"  file  in  the  sales 
department  until  the  order  is  shipped. 

The  sales  order  contains  the  following  information: 
(1)  the  vendor's  order  number,  (2)  the  customer's  order 
number,  (3)  credit  (approved  or  rejected),  (4)  date  cc  the 
order,  (5)  sold  to,  (6)  terms,  (7)  how  ship,  (8)  when  ship, 
(9)  quantity,  (10)  stock  number,  (11)  description,  (12) 
unit  price,  (13)  buyer's  signature,  (14)  salesman's  name. 

It  is  advisable  to  obtain  a  written  confirmation  from  the 
customer,  or  his  signature,  for  the  order  in  each  case 
whether  the  order  is  secured  by  telephone  or  by  a  salesman. 
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Business  Vocabulary 

tissue  canvass  inserted 

confirmation  examine  disposes 

succession  caution  realize 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  During  the  five  days  of  the  first  week  in  January,  the  city 
salesman  of  Owen  &  Richards  brings  in  twelve  separate  orders 
for  the  following  amounts :  $98.53,  $36.49,  $248.52,  $59.75,  $158.37, 
$390.05,  $65.38,  $150.00,  $64.60,  $97.45,  $155.30,  $35.56. 

(a)  What  is  the  total  of  the  orders  for  the  week? 

(b)  What  is  the  average  amount  of  each  order? 

(c)  At  2%  of  the  total  sales,  what  commission  does  the  sales- 
man receive? 

(d)  Reckoning  20   working   days   to   the   month,   how  many 
orders  will  the  salesman  get  during  a  month  if  he  secures  them 
at  the  same  rate  as  the  first  week  ? 

2.  The  first  order  of  the  week  of  January  2-9  was  numbered 
359;  the  last,  595.    How  many  orders  are  prepared  by  the  sales 
order  clerk  of  Owen  &  Richards  during  the  week  if  the  orders 
are  numbered  consecutively? 

GROUP  II 

1.  Strong  &  Williams  makes  it  a  regular  practice  to  require 
the  customer's  signature  on  the  salesman's  order,  or  a  written 
confirmation  or  purchase  order  from  the  customer.    Why  is  this 
practice  important  from  a  legal  standpoint,  particularly  when 
the  order  is  for  $50.00  or  more? 

2.  The  credit  department  refuses  to  approve  an  order,  and 
it  is  not  shipped.    What  are  the  customer's  rights,  if  any,  in 
regard  to  obtaining  the  goods?   What  difference  does  it  make  if 
the  customer  receives  a  written  acknowledgment  accepting  the 
order? 

3.  Mrs.  George  Simpson  has  a  charge  account  in  the  National 
Department  Store.   Why  does  the  sales  clerk  ask  Mrs.  Simpson 
to  sign  the  sales  slip  ? 

4.  On  the  salesman's  order  form  there  are  no  extensions  or 
totals  filled  in  by  the  salesman.    Why  are  these  not  necessary 
or  not  required? 

5.  Sales  order  forms  in  the  business  of  Strong  &  Williams 
are   numbered   consecutively.     The   number   of   orders   for   the 
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six  days  of  a  certain  week  were  35,  46,  38,  59,  28,  33.   The  order 

numbers  each  day  were  as  follows : 

Day  of  Week  First  Order  No.          Last   Order  No. 

Monday  495  529 

Tuesday  530  575 

Wednesday  576  613 

Thursday  614  672 

Friday  673  700 

Saturday  701  734 

(a)  Find  the  total  number  of  orders  for  the  week. 

(b)  Check  the  last  order  number  on  Saturday  by  adding  one 
less  than  the  total  number  of  orders  for  the  week  to  the  first 
order  number  on  Monday.   Is  it  correct? 

(c)  If  there  is  an  error,  find  the  amount  of  the  error.    Check 
each  day's  order  numbers  and  correct  any  error  or  errors. 

(d)  How  may  errors  of  this  type  occur,  and  how  can  they  be 
avoided  ? 

6.  Prepare  sales  order  No.  255,  brought  in  by  the  city  sales- 
man (problem  3  on  page  240),  using  the  following  information 
derived  from  the  copy  of  the  city  salesman's  order:  Order  No.  255, 
dated  April  9,  193-,  from  Yorkville  Stationery  Store,  758  3rd 
Avenue,  City,  terms  3/10,  n/30;  ship  by  truck,  on  April  13,  193- ; 
buyer's  signature,  Yorkville  Stationery  Store,  by  John  McCann; 
salesman's  name — George  Booth. 

Quantity  Stock  No.           Description  Unit  Price 

3  M  262         Flat  Wallets  9"xl2"  $15.00 

4  M  263         Flat  Wallets  9"xl4"  18.00 
6  M  280         Legal  Flat  Env. 

9%"xl2"  24.25 


LESSON  2 
SELLING  BY  WHOLESALE  TRADING  CONCERNS  (Cont.) 

Sales  Orders  Sent  in  by  Out-of-Town  Salesmen 

Strong  &  Williams  receives  in  its  daily  mail  a  great 
number  of  orders  that  have  been  obtained  from  out-of-town 
customers  by  its  traveling  salesmen,  assigned  to  different 
sections  of  the  United  States. 
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Problem  1.  Here  are  copies  of  two  orders,  one  coming  from 
the  Philadelphia  salesman,  and  the  other  from  the  salesman  in  St. 
Louis,  Mo. 

Order  No.  256;  dated  April  9,  193- ;  from  Cook  &  Co.,  2755 
Chestnut  Street,  Philadelphia,  Pa.;  terms,  3/10,  n/30; 
ship  by  express,  on  April  13,  193- ;  salesman,  Charles 
Frank. 

Qiuantity  Stock  No.    Description                           Unit  Price 

5  M  280         Legal  Flat  Envelopes  9%"xl2"  $24.25 

4M  281             "         "             "          93/8  "x!5"    26.50 

9  doz.  360         Stamp  Pads                                        2.90 

Order  No.  257;  dated  April  9,  193- ;  from  Watson,  Ryan  & 
Gorton,  357  Market  St.,  St.  Louis,  Mo. ;  terms,  5/10,  2/30, 
n/60;  ship  by  freight,  on  April  13,  193- ;  salesman, 
Robert  Farmer. 

Quantity  Stock  No.  Description                           Unit  Price 

15  gro.  190  Memo  Books                                 $9.75 

25  doz.  350  Date  Stamps                                   3.10 

9  "  357  Porcelain  Roller  Env.  Sealers     11.00 

36  "  360  Stamp  Pads                                     2.90 

7  "  368  Numbering  Machines                   39.00 

What  is  the  order  clerk  in  the  sales  department  expected 
to  do  with  these  orders? 

After  they  have  been  turned  over  to  him  he  is  required 
to  prepare,  in  multiple  copy,  these  two  sales  orders  just 
as  was  done  with  the  orders  mentioned  in  the  preceding 
lesson.  The  multiple  copies  of  the  sales  orders  are  also  to 
be  disposed  of  in  the  routine  manner  followed  by  Strong  & 
Williams. 

''House"  Orders;  Orders  Received  by  Mail  and  by  Telegram 

Strong  &  Williams  receives  orders,  not  only  by  telephone, 
and  from  its  city  and  traveling  salesmen,  but  by  telegram 
as  well.  At  times  customers  come  in  the  showrooms  in 
person  to  order  goods;  at  times  they  mail  in  their  orders 
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on  their  own  purchase  order  blanks.  No  matter  how  the 
order  reaches  the  concern  the  work  of  the  sales  order  clerk 
remains  the  same,  that  is,  he  must  prepare  copies  of  the 
sales  order  on  special  order  blanks  and  follow  the  order 
through  until  "filled." 

Other  Selling  Plans  Used  by  Retail  and  Wholesale  Concerns 

Some  concerns  employ  salesmen  who  go  from  door  to 
door  to  sell  the  firm's  product  directly  to  the  consumer. 
Vacuum  cleaners,  books,  magazines,  household  appliances, 
etc.,  are  sold  in  this  way.  Such  salesmen  are  called  "can- 
vassers." A  mail  order  house  employs  no  salesmen  but  sends 
catalogues  to  customers  (consumers) .  The  catalogue  is 
very  appropriately  called  the  "silent  salesman."  In  Part  II 
of  the  text  we  shall  learn  of  other  types  of  salesmen.  Some 
will  be  brokers  and  agents,  who  sell  insurance  or  bonds 
and  stocks;  some,  commission  merchants,  selling  farm 
products,  etc. 

Summary 

The  sales  order  clerk  is  expected  to  prepare  sales  order 
forms  for  all  orders  received  either  by  telephone  or  tele- 
graph, by  written  orders  from  customers,  or  through  the 
firm's  own  city  and  traveling  salesmen.  Canvassers  are 
salesmen  who  sell  from  door  to  door  directly  to  the  con- 
sumer. Mail  order  houses  sell  to  the  consumer  by  means 
of  mailed  catalogues. 

Business  Vocabulary 

traveling  canvassers  unfilled 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  Sales  orders  are  received  from  Charles  Frank,  Robert 
Farmer,  and  George  Harmon,  traveling  salesmen  of  Strong  & 
Williams,  during  the  week  of  April  9,  193-.  The  total  amounts  of 
these  orders  for  each  day  are  as  follows : 
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Day  of  the  Week      C.  Frank  R.  Farmer  G.  Harmon 

Monday  $253.39  $700.15  $198.76 

Tuesday  546.88  350.95  287.35 

Wednesday  159.90  458.30  369.50 

Thursday  670.73  397.64  299.80 

Friday  556.60  409.70  357.64 

Saturday  280.96  369.40  207.75 

(a)  What  is  the  total  of  each  salesman's  orders  for  the  week? 

(b)  How  much  is  the  difference  between  the  largest  and  the 
smallest  total? 

(c)  How  much  is  each  salesman's  daily  average? 

GROUP  II 

1.  Through  illustrations  show  what  salesmen  may  come  to 
the  door  of  your  home  to  sell  goods. 

2.  In  problem  1,  Group  I  of  Additional  Problems  in  this  lesson, 
we  found  that  Robert  Farmers'  orders  are  considerably  larger 
than  those  of  George  Harmon.    Assuming  that  the  one  week's 
results  show  the  proper  comparison  in  ability  of  both  salesmen, 
give  a  number  of  reasons   to   explain   the  greater   success   of 
Robert  Farmer. 

3.  The   orders   received   during  the  year  from  the  various 
groups  of  salesmen  employed  by  the  wholesale  drug  concern  of 
Phillips  &  West  are  summarized  as  follows : 

Territory  Total  Orders 

Northern  $153,384.00 

Southern  115,038.00 

Eastern  191,730.00 

Western  76,692.00 

Local  383,460.00 

"House"  38,346.00 

(a)  What  are  the  total  sales  of  the  concern  for  the  year? 

(b)  What  are  the  average  monthly  sales? 

(c)  What  per  cent  of   the   sales   are   out  of  town?     Local? 
"House?" 

(d)  At  an  average  commission  of  3^2%,  how  much   is  paid 
in  commissions  to  all  salesmen? 

4.  (a)   Prepare  the  sales  orders  for  the  two  orders,  No.  256 
and  No.  257,  received  from  the  two  out-of-town  customers  as  in- 
dicated in  Problem  1,  page  245. 

(b)   Explain  how  the  three  copies  of  each  order  are  handled. 
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5.  One  of  the  traveling  salesmen  of  Strong-  &  Williams  sent 
in  a  copy  of  an  order  received  from  Underbill  &  Hooper,  1507 
Diversey  Boulevard,  Chicago,  Illinois.  Prepare  sales  order  No.  360 
based  upon  the  following  information  taken  from  the  salesman's 
order  blank:  Order  was  dated  April  20,  193- ;  terms  2/10,  n/30; 
ship  by  express  on  April  25,  193- ;  buyer's  signature,  George 
Bancroft;  salesman's  name,  C.  Frank. 

Quantity  Stock  No.  Description  Unit  Price 

30  doz.  350         Date  Stamps  $3.10 

60  doz.  360         Stamp  Pads  2.90 

86  doz.  357         Porcelain  Roller  Env.  Sealers      11.00 

15  gr.  188         Stenographers'  Notebooks  7.50 

20  doz.  368         Numbering  Machines  39.00 


LESSON  3 
MAKING  THE  SALE  AT  RETAIL 

Selling  at  retail  offers  special  problems  which  are  not 
found  in  selling  at  wholesale.  In  order  to  consider  these 
special  problems  carefully,  we  shall  devote  the  remaining 
lessons  of  this  unit  to  retail  selling.  For  this  reason  we 
leave  the  business  activities  of  Strong  &  Williams  and  other 
wholesale  concerns  for  the  present,  to  come  back  to  them, 
however,  in  succeeding  units. 

The  special  problems  of  the  retailer  arise  primarily 
from  the  fact  that,  as  a  general  rule,  retailers  sell  in 
small  quantities  to  a  large  number  of  customers.  Cus- 
tomers usually  buy  directly  over  the  counter,  but  occa- 
sionally may  place  their  orders  by  phone  or  mail.  To 
make  a  sale  in  a  retail  store  requires  that  the  sales  person 
pay  careful  attention  to  certain  well-defined  steps  in  retail 
selling.  These  steps  will  be  demonstrated  one  by  one,  in 
connection  with  the  making  of  sales  in  local  retail  stores 
and  in  large  department  stores. 
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Listen  to  your 
employer. 


Plan  your 
recreation. 


Be  neat — 
always. 


Wrap  parcels 

neatly  and 

securely. 


Time  is 
money. 


Sell  value  to 
customers. 


Use  suggestion 
in  selling. 


Don't  be  a  "take 

it  or  leave  it" 

salesperson. 


Handle  disgrun- 
tled customers 
with  care 
and  tact. 


Tell  the  truth 
about  your  goods. 


A  smile  is  a 
real  asset. 


What  can  I  do  to 
improve 
myself? 


There's  just  one 
road  to  success. 


Make  use  of  your 
spare  time. 


Courtesy:  National    Cash  Register  Co. 
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Selling  in  Local  Retail  Stores 

Problem  1.  Frank  and  his  father  entered  a  local  haberdashery 
store  to  buy  Frank  a  woolen  sweater.  When  the  two  left  the  store 
they  had  bought  not  only  a  sweater  for  $2.49  for  Frank,  but  also  a 
sweater  for  his  father  and  gloves  for  both.  Why  did  they  buy  three 
articles  of  merchandise  in  addition  to  the  single  article  that  they 
had  intended  to  buy  on  entering  the  store? 

Steps  in  Making  a  Sale 

When  the  sales  clerk  learned  of  their  wishes  his  first 
problem  was  to  show  a  sweater  that  would  attract  the 
attention  of  both  Frank  and  his  father.  This  was  not 
difficult,  as  they  had  already  made  up  their  minds  to  buy 
Frank  a  sweater.  The  sales  clerk  showed  them  a  number 
of  sweaters,  and  they  selected  one,  priced  at  $2.49,  which 
they  quickly  decided  to  buy.  But  it  was  in  the  sale  of  the 
other  three  articles,  in  particular,  that  the  sales  clerk 
showed  his  ability  as  a  salesman.  His  skill  as  a  salesman 
and  the  steps  he  carries  out  in  making  a  sale  will  be  seen 
clearly  as  we  follow  in  detail  these  three  other  sales. 

First  Step  .-Attracting  the  Attention  of  the  Customer 

Observe  how  the  sales  clerk  attracted  the  attention  of 
Frank's  father  to  a  sweater  which  he  eventually  bought  for 
himself.  The  sales  clerk  learned  in  the  course  of  the  con- 
versation that  he,  Frank's  father,  could  use  a  new  sweater. 
At  the  opportune  moment  the  sales  clerk  pointed  to  the 
attractively  displayed  stock  of  sweaters  and  stated  that  a 
wide  selection  was  offered  at  very  reasonable  prices.  The 
attention  of  Frank's  father  was  thus  attracted  to  the 
article. 

Second  Step:  Arousing  the  Interest  of  the  Customer 

The  sales  clerk  skilfully  made  reference  to  the  weather 
and  called  attention  to  the  need  of  Frank's  father.  By  this 
time  the  interest  of  the  customer  was  aroused. 
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Third  Step :    Creating  in  the  Customer  an  Active  Desire  to  Buy 

The  sales  clerk  showed  a  number  of  attractive-looking 
sweaters  and  gently  pressed  the  point  that  in  the  cold 
spell  it  would  be  a  good  thing  for  Frank's  father  to  have 
a  warm  sweater  so  reasonably  priced.  The  sales  clerk 
created  an  active  feeling  in  the  mind  of  John's  father  as  to 
the  desirability  of  a  sweater  for  himself.  In  other  words, 
the  sales  clerk  created  a  desire  to  possess  a  sweater. 

Fourth  Step:    Closing  the  Sale 

The  sales  clerk  completed  the  sale  of  the  second  sweater 
by  getting  an  affirmative  answer  from  Frank's  father,  "Yes, 
I  think  I'll  take  it."  The  sale  was  thereby  closed. 

By  similar  means  the  sales  clerk  attracted  the  attention 
of  Frank  and  his  father  to  woolen  gloves  in  a  nearby  show- 
case, and  impressed  on  them  the  value  of  gloves  as  well  as 
sweaters  to  keep  comfortable  in  cold  weather.  A  desire  for 
the  gloves  was  aroused  in  both  Frank  and  his  father  because 
they  became  convinced  that  they  would  need  them  and  that 
the  price  was  right.  They  finally  decided  to  buy  the  gloves 
also. 

Qualities  of  a  Successful  Sales  Clerk 

The  clerk  who  sold  these  articles  to  Frank's  father  ap- 
pears to  be  a  successful  sales  clerk.  Undoubtedly  you  will 
find  that  he  greeted  his  two  customers  with  a  smile.  While 
he  made  the  sale,  he  did  not  argue  with  his  customers  nor 
did  he  by  any  chance  lose  his  temper.  He  was  very  tactful 
in  suggesting  the  need  of  the  additional  articles.  He  did 
not  try  to  induce  Frank's  father  to  buy  articles  that  were 
not  really  wanted  or  needed.  He  did  not  advise  nor  urge 
the  buying  of  a  $5.00  sweater  for  Frank,  nor  a  $10.00 
one  for  his  father.  Above  all,  he  did  not  talk  too  uuch. 

During  the  course  of  the  sale  the  sales  clerk  was  able  to 
meet  successfully  such  statements  from  Frank's  father  as, 
"I  do  not  need  a  sweater  just  now,"  and  "I  do  not  wear 
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woolen  gloves."  How  the  clerk  was  able  to  overcome  these 
objections,  called  "sales  resistance,"  will  be  made  obvious 
by  reviewing  the  preceding  part  of  this  lesson. 

While  the  sales  clerk  was  waiting  on  Frank  and  his 
father,  another  customer  entered.  The  clerk  was  tactful 
enough  not  to  turn  from  his  present  customers  to  the  new 
one.  He  excused  himself  to  the  waiting  customer  and  ex- 
plained that  he,  or  another  salesman,  would  attend  to  him 
very  shortly. 

Frank's  father  wished  to  know  if  the  sweaters  were  all 
wool.  Why  must  the  sales  clerk  make  sure  that  his  reply 
is  the  exact  truth?  The  sales  clerk  has  learned  that  it  is 
very  important  not  to  exaggerate,  nor  to  make  statements 
that  are  not  absolutely  correct — in  other  words  the  impor- 
tance of  being  thoroughly  reliable.  Why  will  a  customer 
continue  to  deal  at  this  local  haberdashery  store? 

When  a  customer  leaves,  whether  a  sale  is  made  or  not, 
why  is  it  proper  to  say  "Thank  you"?  Why  do  proprietors 
of  retail  stores  tell  their  sales  clerks,  "The  customer  is 
always  right"? 

Display  of  Merchandise 

It  is  said  that  people  do  a  large  amount  of  "window 
shopping."  This  indicates  that  they  are  attracted  by  the 
displays  in  show  windows  and  show  cases.  Displays  of 
merchandise  very  often  bring  about  sales  to  customers  by 
overcoming  beforehand  the  first  step  in  making  a  sale. 
What  is  this  first  step  ?  Earlier  in  the  lesson  it  was  pointed 
out  that  the  arrangement  of  the  merchandise  in  the  store 
helped  to  induce  Frank's  father  to  buy  a  sweater  and  gloves 
for  himself,  and  gloves  for  Frank  as  well.  In  short,  the 
display,  arrangement,  and  location  of  goods  in  retail  stores 
play  a  large  part  in  attracting  customers.  Why  may  a 
table  with  an  interesting  display  of  goods,  placed  in  the 
front  part  of  a  store,  help  to  sell  those  goods? 
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An  Adequate  Supply  of  Merchandise 

A  customer  asks  a  sales  clerk  of  a  retail  store  for  a 
certain  article.  The  sales  clerk  says,  "Just  a  minute,  please. 
I  will  have  to  go  to  the  basement  to  get  that  for  you."  It 
requires  some  .time  to  find  the  article.  Why  may  the  cus- 
tomer be  unwilling  to  return  to  that  store  on  a  second 
occasion?  In  another  case,  the  sales  clerk  requests  the  cus- 
tomer to  wait  until  he  has  found  the  article  wanted  in  the 
surplus  stock  in  the  basement.  After  the  customer  has 
waited  ten  minutes  the  sales  clerk  returns  and  remarks,  "I 
am  sorry.  We  are  out  of  that  article.  Won't  such  and  such 
do?"  It  is  quite  clear  that  such  situations  can  be  avoided  if 
a  proper  check  is  kept  of  stock  on  shelves,  in  basements, 
and  elsewhere,  so  that  an  adequate  supply  is  always  on 
hand. 

In  properly  managed  stores  sales  clerks  are  required  to 
replace  "broken-up"  stock  and  report  shortages  in  reserve 
stock  every  morning.  Note  that  it  is  also  very  poor  selling 
policy  to  attempt  to  substitute  something  else  for  the  par- 
ticular article  the  customer  wants.  The  customer  should  be 
shown  exactly  what  he  asks  for. 

Summary 

In  making  a  sale  the  steps  generally  followed  are:  (1) 
attracting  the  attention  of  the  customer,  (2)  arousing'his 
interest,  (3)  creating  a  desire  to  possess  the  goods,  (4) 
closing  the  sale. 

Window  displays,  arrangement,  and  location  of  goods  help 
to  attract  attention  to  and  sell  merchandise.  An  adequate 
supply  of  merchandise,  equipment,  and  supplies,  in  good 
condition  and  easily  reached,  are  necessary  for  the  effi- 
ciently operated  retail  store. 

Business  Vocabulary 

situation  resistance  suggesting 

discontinue  possess 
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ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  (a)  A  sales  clerk  in  a  retail  clothing  store  attends  to  six 
customers  in  one  morning,  9  to  12,  and  spends  two  hours  in  serv- 
ing them.   What  is  the  average  time  in  minutes  devoted  to  each 
customer? 

(b)  In  the  afternoon,  1  to  6,  the  sales  clerk  waits  on  eight 
customers  and  takes  three  hours  to  serve  them.    What  is  the 
average  time  spent  on  each  customer  in  minutes? 

(c)  Four  of  the  customers  leave  without  making  a  purchase. 
The  sales  clerk  has  receipts  of  $270  for  the  entire  day.   What  is 
the  average  amount  purchased  by  each  buyer? 

2.  A  sales  clerk  works  eight  hours  a  day,  exclusive   of  an 
hour  for  lunch.    He  spends  two  hours  in  replacing  stock,   one 
hour  in  arranging  it,  and  the  remaining  time  in  selling.   What 
per  cent  of  his  time  is  spent  on  each  task  ? 

GROUP  II 

1.  In  answer  to  the  question  of  Frank's  father,  mentioned 
on  page  252:  "Is  this  article  all  wool?",  the  sales  clerk  says,  "Yes, 
it  is  100%  wool."  The  customer  finds  later  that  the  article  con- 
tains some  cotton.    What  legal  right  has  the  customer,  if  any? 
Give  a  reason  for  your  answer. , 

2.  Give  a  number  of  instances  showing  that  a  retailer  must 
stand  by  any  guarantees  he  makes  for  the  quality  or  kind  of 
material  in  the  article  he  sells. 

3.  Consider  the  following  situations  and  decide  how  a  suc- 
cessful sales  clerk  would  handle  each : 

(•a)  A  nervous,  impatient  customer  insists  upon  being  waited 
on  out  of  his  turn. 

(b)  A  shy,  backward  customer  is  not  sure  of  what  he  wants 
to  buy. 

(c)  A  decisive,  positive  customer  seems  to  think  he  knows 
everything  about  style,  quality,  fit,  and  price. 

(d)  A  customer  is  readily  pleased  and  raises  no  arguments 
and  objections  and  is  satisfied  with  what  the  sales  clerk  recom- 
mends. 

4.  Two  local  retail   stores — a   shoe   store   and  a  dry  goods 
store — make  daily  sales  on  the  average  to  35  and  to  150  custom- 
ers respectively.   The  average  sale  to  each  customer  amounts  to 
$2.76  in  the  shoe  store,  and  56  cents  in  the  dry  goods  store.  Each 
store  is  open  12  hours  a  day. 
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(a)  Based  on  the  daily  averages  given,  what  are  the  total 
sales  during  a  six-day  week  in  each  of  the  stores  ? 

(b)  What  is  the  difference  in  the  total  sales  of  the  two  stores 
during  the  week  ? 

(c)  What  is  the  average  sales  amount  per  hour  in  each  store? 


LESSON  4 
COMPLETING  THE  SALE  AT  RETAIL 


Closing  the  Sale 

The  close  of  the  last  step  in  the  sale  of  sweaters  and  the 
gloves  to  Frank  and  his  father  was  the  statement  by  the 
latter  that  he  would  take  the  four  articles.  Why  was  the 
sale  still  not  finished?  What  routine  matters  had  to  be 
attended  to  by  the  sales  clerk? 
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TO  CORRECT  ERRORS  RETURN  THIS  SLIP 


Washington  Shop  for  Men  and  Boys 

241  ARLINGTON  STREET 
Tel.  Kenmove  0844 


Sold  by 


Preparing  the  Sales  Slip 

The  sales  clerk  took  his  sales  slip  book  containing  blank 
forms  to  be  filled  out  in  duplicate  for  each  sale,  and  prepared 
the  sales  slip  just  as  you  see  it  in  the  illustration  on  this 

page.  Of  what  blank 
form,  learned  previous- 
ly, are  you  reminded  by 
this  sales  slip  ?  The  sales 
clerk  obtained  from 
Frank's  father  what- 
ever additional  infor- 
mation he  needed  to 
complete  the  sales  slip. 
Notice  the  four  items 
on  the  sales  slip,  and 
the  total,  $8.43. 

Receiving  Payment  and 
Making  Change 

The  sales  clerk  re- 
ceived a  $10  bill  from 
Frank's  father  in  pay- 
ment for  the  merchan- 
dise. He  rang  up  the 
amount  on  the  cash 
register,  made  the 
change,  and  handed  it 
to  Frank's  father, 
Retail  Sales  Slip  counting,  "$8.43,  $8.45, 

$8.50,  $9.00,  $10.00."  He  also  gave  him  the  duplicate  of 
the  sales  slip  he  had  prepared.  Why  might  the  sales  slip 
have  been  enclosed  with  the  sweaters  and  gloves  in  the 
package  in  which  they  were  wrapped  a  few  moments  later? 
In  a  large  store  why  might  it  be  advisable  to  have  a  num- 
ber of  cash  registers  ?  In  case  of  a  return  of  goods  bought, 
of  what  value  will  the  copy  of  the  sales  slip  be  to  Frank's 
father? 
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Wrapping  the  Goods 

The  goods  sold  to  Frank's  father  were  carefully  and 
efficiently  wrapped  in  a  package  by  the  sales  clerk.  Ad- 
hesive paper  tape  was  used  for  sealing  the  package.  This 
particular  haberdashery  store  finds  it  more  convenient  and 
time  saving  to  use  an  adhesive  paper  tape  machine  with 
adhesive  paper  tape.  Other  concerns  prefer  twine  for  tying 
their  packages.  For  larger  packages,  why  might  cord  or 
twine  be  preferable  to  adhesive  paper  tape?  Why  is  it 
important  that  the  adhesive  paper  tape  machine  be  in 
order  and  supplied  with  tape  at  all  times?  Why  should  the 
cord  or  twine  be  conveniently  located,  and  a  sufficient  supply 
always  available? 

The  sales  clerk  made  the  following  sale  to  the  customer 
who  had  been  waiting  while  the  sale  to  Frank's  father  was 
completed  (see  previous  lesson)  : 

6  prs.  of  Socks  at  2  for  75c. 
3  Shirts  at  1.39. 
1/2  doz.  Handkerchiefs  at  $1.80. 

The  customer  tendered  a  $10  bill  in  payment.  Prepare  the 
sales  slip  as  did  the  sales  clerk.  The  customer  gave  his  name 
and  address  as  John  Martin,  158  Central  Avenue,  City. 
Indicate  how  the  salesman  would  count  out  the  change. 

Even  in  cash  sales,  the  names  and  addresses  of  the  cus- 
tomers are  obtained.  Why  is  this  done? 

Tally  Sheets  or  Records 

On  the  back  of  the  sales  slip  book  is  a  form  containing  a 
series  of  columns  in  which  the  sales  clerk  successively 
records  the  sales  slip  number  and  total  of  each  sale  he 
makes.  A  check  or  tally  is  thus  made  of  the  number  and 
amount  of  each  sale,  permitting  the  sales  clerk  and  the 
proprietor  to  determine  quickly  the  total  sales  of  the  clerk 
for  the  day.  At  times  tally  sheets  with  suitable  columns 
are  used  instead  of  the  back  of  the  sales  slip  book.  These 
permit  a  record  covering  a  longer  period  of  time,  and  are 
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perhaps  more  convenient.  See  a  copy  of  a  tally  sheet  in 
the  illustration  below. 

Sales  Quotas 

Proprietors  of  large  retail  stores  employing  a  number 
of  sales  clerks  are  interested  in  discovering  the  success  in 
selling  of  each  of 
their  clerks.  A  plan 
sometimes  used  is  to 
set  up  what  is  called 
a  sales  quota.  See 
illustration  on  page 
259.  Each  clerk  is 
expected  to  sell 
a  certain  minimum 
amount  during  the 
course  of  a  week  or 
month.  His  work  is 
not  considered  sat-  Ta»y  Sheet 

isfactory  if  he  falls  below  his  sales  quota.  Some  firms  pay  a 
bonus  to  sales  clerks  who  exceed  the  quota,  the  amount  of  the 
bonus  depending  naturally  on  the  amount  by  which  the  sales 
quota  is  exceeded.  The  sales  quota  plan  is  not  always  con- 
sidered advisable  as  it  may  cause  unpleasantness  and  bitter 
feeling  among  the  sales  clerks. 
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In  the  small  retail  store  the  sales  clerk,  after  closing  a 
sale,  must  prepare  the  sales  slip,  receive  payment  and  count 
change,  and  wrap  the  goods.  Tally  sheets  or  records  show 
the  individual  sales  amounts  and  are  a  check  or  tally  on  the 
number  and  totals  of  the  clerk's  sales.  The  sales  quota 
plan  which  sets  a  minimum  amount  to  be  sold  by  a  sales 
clerk  is  occasionally  used  to  test  his  selling  success. 

Business  Vocabulary 

routine  tally  bonus 

suitable  quota 
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Chart  of  Comparison  between   Sales  Records  and   Sales  Quotas 
ADDITIONAL   PROBLEMS   AND   SITUATIONS 
GROUP  I 

1.  The  sales  -clerk  of  the  People's  Haberdashery  Store  pre- 
pares a  sales  slip  showing  the  following  items : 

6  prs.  of  Socks   @  3  for  $1.00 

6  Shirts @  3  for  $5.00 

V2  doz.   Collars    @  $4.50 

The  customer  offers  three  five-dollar  'bills  in  payment.    How 
much  change  does  the  sales'  clerk  give  him? 

2.  Find  the  total  sales  made  during  a  day  by  the  sales  clerk 
mentioned  in  problem  1  whose  tally  sheet  shows  the  following 
amounts : 

$0.75  $2.80  $3.75 

1.59  1.58  4.90 

3.08  6.69  13.80 

4.40  12.55  5.00 

.25  .40  1.15 

.60  .15  .95 

5.90  1.86  6.76 
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GROUP  II 

1.  A  sales  clerk,  in  his  desire  to  make  sales,  induces  a  shy, 
timid  customer  to  purchase  a  number  of  unnecessary  articles. 
Why  is  this  an  unfair  business  policy  ?  What  would  be  the  logical 
result  of  such  a  practice  by  the  entire  staff  of  the  store  ? 

2.  Mrs.  Robert  Fraser  buys  her  shoes  at  the  local  shoe  store. 
She  calls  for  a  certain  salesman  each  time  she  buys.   What  rea- 
sons are  there  for  this  ? 

3.  The  sales  quota  for  each  clerk  in  a  store  is  $450  for  a  six- 
day  week.   A  bonus  of  1^3%  is  paid  the  sales  clerk  on  sales  above 
the  quota.    The  following  is  a  summary  of  the  week's  sales  by 
five  clerks : 


Saunders 

Evans 

Welsh 

Bryant 

Ervine 

Monday 

$68.90 

$36.55 

$77.60 

$75.75 

$79.90 

Tuesday 

95.60 

59.90 

88.70 

96.46 

89.60 

Wednesday 

88.70 

73.70 

93.45 

90.50 

95.40 

Thursday 

77.50 

80.40 

86.70 

60.25 

78.80 

Friday 

66.88 

60.80 

70.90 

78.80 

85.30 

Saturday 

98.95 

70.60 

103.60 

97.60 

104.80 

(a)  What  is  each  clerk's  total  sales  for  the  week? 

(b)  Which  salesman  failed  to  reach  the  sales  quota? 

(c)  Which  salesman  exceeded  the  quota  each  day? 

(d)  How  much  is  the  bonus  received  by  each  of  the  salesmen 
who  exceeded  the  quota? 

(e)  On  what  day  was  the  smallest  total  amount  sold?  the  larg- 
est? How  much  is  the  difference  in  amount  between  the  smallest 
and  largest  day's  sales? 

4.  (a)  Prepare  a  sales  slip  as  sales  clerk  for  the  firm  of  Sat- 
terlee  and  Fanchan,  Sporting  Goods  Shop,  94  Broadway,  City. 
Base  it  on  this  information : 

Sold  to  Wm.  Parker,  156  State  Street,  City. 

y2  doz.  Tennis  Balls  ©  $3.25 

1  Baseball  Glove  1.98 
3  Baseballs                 @       .79 

2  Baseball  Bats         @       .95 

(b)  William  Parker  tenders  a  $20  bill  in  payment.  Indicate 
in  what  denominations  of  coins  and  bills  you  would  make  change 
from  the  cash  register. 


UNIT  X 
SHIPPING  GOODS 

LESSON  1 
CHECKING  AND  PACKING  GOODS  FOR  SHIPMENT 

The  order  clerk  in  the  sales  department  at  Strong  & 
Williams  prepared  three  copies  of  each  of  the  sales  orders 
received  from  Walter  Stone,  of  Brooklyn,  N.  Y. ;  Yorkville 
Stationery  Store,  New  York,  N.  Y. ;  Cook  &  Co.,  of  Phila- 
delphia, Pa.;  and  Watson,  Ryan  and  Gorton,  of  St.  Louis, 
Mo.  One  copy  of  each  of  the  orders  he  kept  in  the  sales 
department,  and  the  other  two  he  forwarded  to  the  credit 
department.  After  the  credit  manager  had  "checked"  for 
credit  and  approved  the  orders,  the  two  copies  of  each  order 
were  sent  to  the  stock  department  as  a  notification  to  fill 
them. 

The  stock  clerk  proceeded  to  take  out  of  stock  the  mer- 
chandise called  for  in  the  orders.  He  checked  the  merchan- 
dise he  had  selected  against  his  copy  of  the  order,  and 
finally  turned  the  goods  over  to  the  shipping  department. 
The  actual  handling  of  incoming  orders  up  to  this  point  has 
been  already  described  in  previous  lessons.  It  has  also  been 
shown  in  graphic  form  on  the  chart  called  "Route  of  a 
Sales  Transaction"  on  page  209. 

In  this  unit  we  are  concerned  more  with  the  actual  ship- 
ping of  the  goods,  and  we  shall  now  follow  the  four  orders 
mentioned  as  they  pass  through  the  shipping  department. 

.  Problem  1.  The  four  assembled  orders  have  been  delivered  to 
the  shipping  department  by  hand  truck  and  placed  in  four  separate 
piles  on  the  tables,  where  they  are  brought  to  the  shipping  clerk's 
attention.  The  respective  copies  of  the  sales  orders  have  been  in- 
serted by  the  stock  clerk  among  the  packages  in  the  piles  so  that 
they  are  easily  visible  to  the  shipping  clerk. 
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The  piles  are  arranged  as  follows : 

Pile  No.  1  contains  the  goods  selected  to  fill  order  No.  254, 
to  be  shipped  to  Walter  Stone,  254  West  18th  St.,  Brooklyn, 
N.  Y. 

Pile  No.  2  contains  the  goods  of  order  No.  255  to  be 
shipped  to  the  Yorkville  Stationery  Store,  758  3rd  Ave., 
New  York,  N.  Y. 

Pile  No.  3  contains  the  goods  of  order  No.  256,  to  be 
shipped  to  Cook  &  Co.,  2755  Chestnut  St.,  Philadelphia,  Pa. 

Pile  No.  4  contains  the  goods  for  order  No.  257,  to  be 
shipped  to  Watson,  Ryan  &  Gorton,  357  Market  St., 
St.  Louis,  Mo. 

What  must  be  done  with  these  four  piles  of  goods  to 
prepare  them  for  shipment? 

The  merchandise  has  to  be  checked  again  for  quantity, 
description,  stock  number,  etc.  It  must  be  packed  in  suitable 
containers  and  the  shipping  directions  marked  on  the  out- 
side; the  method  of  shipping  as  well  as  the  costs  must  be 
considered,  and  the  shipping  forms  prepared.  Finally,  the 
cartons  or  packages  must  be  delivered  to  the  transportation 
companies  selected.  To  be  more  specific  about  the  "how," 
"what,"  and  "why"  of  each  of  these  steps,  let  us  answer  the 
following  questions: 

1.  Why  and  how  will  the  shipping  clerk  check  the  goods 
before  he  packs  them  ? 

2.  How  will  he  decide  what  packing  materials  and  con- 
tainers are  to  be  used  ? 

3.  What  precautions  will  he  take  in  arranging  and  pack- 
ing the  goods  ? 

4.  How  will  he  indicate  on  the  containers  where  the 
goods  are  to  be  shipped? 

5.  Which  of  the  various  methods  of  shipping  will  he  use  ?' 

6.  What  are  the  costs  of  shipping  by  one  or  another  of 
these  methods? 

7.  What  shipping  forms  must  be  prepared  when  the 
goods  are  finally  ready  for  shipment? 
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Questions  one,  two,  and  three  will  be  answered  in  this 
lesson,  the  others  in  the  remaining  lessons  of  the  unit 

Checking  the  Goods  before  Packing  for  Shipment 

The  goods  received  from  the  stock  clerk  to  fill  Walter 
Stone's  order  cannot  be  packed  until  they  have  been  again 
carefully  checked  with  the  copy  of  the  sales  order.  This 
must  be  done  by  the  shipping  clerk,  because  with  him  is 
placed  the  final  responsibility  for  the  correctness  of  the 
quantities  and  kinds  of  goods  shipped.  It  is  the  shipping 
clerk's  business  to  make  certain  that  Walter  Stone  receives 
just  what  is  specified  on  the  sales  order  slip.  He  checks 
against  the  sales  order  form  by  verifying  the  nature  and 
counting  carefully  the  quantity  of  each  article  received 
from  the  stock  clerk.  The  same  procedure  is  followed  in 
checking  the  goods  in  each  of  the  other  shipments. 

Packing  the  Goods 

The  details  of  the  answers  to  questions  two  and  three 
vary  in  each  case  according  to  the  kind  of  goods  shipped, 
their  quantity,  their  destination,  etc.  Let  us  see  how  the 
shipping  clerk  decides  to  pack  the  four  shipments. 

/.  Walter  Stone's  Shipment,  Sales  Order  No.  254.  The 
goods  are  to  be  shipped  to  Brooklyn,  and  are  neither  awk- 
ward in  shape  nor  large  in  quantity : 

2  gross  Notebooks  (24  dozen  packages,  6"x9"x2"). 
1       "     Memorandum   Books    (12    dozen    packages, 

9"x9"x3"). 

3  dozen  Date  Stamps  (3  boxes,  9"xl2"x3") . 

In  deciding  on  the  packing  material  and  container  to  be 
used,  the  shipping  clerk  arrives  at  certain  conclusions.  He 
estimates,  from  his  experience  in  packing  goods  of  the 
type  in  this  shipment,  that  the  weight  of  the  merchandise  is 
40  pounds  at  most.  He  judges  that  after  it  has  been  packed, 
the  combined  length  and  girth  of  the  package  will  be  less 
than  100  inches.  It  will  be  best,  therefore,  to  pack  this 
shipment  in  wrapping  paper  and  make  a  bundle  of  it. 
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Courtesy:  B.  H.  Bunn  Co. 

Wrapping  Packages  by  Machine  and  by  Hand 
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Accordingly  he  takes  strong,  heavy  wrapping  paper  and 
heavy  cord  and  proceeds  to  wrap  and  tie  the  goods  into  a 
large  bundle.  The  illustration  on  page  264  shows  him  at 
work.  The  shipping  clerk  is  careful  to  do  the  following  as  he 
packs:  (1)  double  the  edges  of  the  paper  at  the  top  of  the 
package  so  as  to  have  a  double  thickness  there;  (2)  neatly 
fold  down  the  paper  along  the  sides  to  prevent  bulging;  (3) 
start  tying  at  the  top  by  knotting  a  slip  knot;  (4)  knot  the 
cord  wherever  it  crosses  itself;  (5)  pull  the  cord  taut  at 
every  point;  (6)  make  the  final  knot  at  least  a  double  knot. 

2.  The  Yorkville  Stationery  Store's  Shipment,  Sales 
Order  No.  255.    Analyzing  this  shipment  the  shipping  clerk 
finds:  that  it  is  a  city  shipment;  contains  a  large  quantity; 
and  has  no  odd-sized  or  awkward  packages.   Specifically,  he 
finds  that  the  3,000  9"xl2"  flat  wallets  can  be  packed  500 
to  a  carton  of  the  dimensions:  9"xl2"xl4",  and  that  six 
such  cartons  will  be  required.    He  finds  that  the  4,000 
9"xl4"  wallets  can  be  packed  500  to  a  carton,  measuring 
9"xl4"xl4",  and  will  need  8  cartons;  and  that  the  6,000 
9%"xl2"   legal  flat  envelopes  will  go   500   in  a  carton, 
9%/'xl2"xl4",  and  will  fill  12  cartons. 

Knowing  that  a  carton  or  corrugated  paper  box  is  a 
convenient  method  of  packing  a  large  quantity  of  merchan- 
dise, particularly  when  the  articles  are  of  uniform  size, 
and  seeing  that  his  cartons  stored  in  the  supplies  room 
conform  to  the  analysis  above,  the  shipping  clerk  proceeds 
to  pack  the  merchandise  for  order  No.  255  in  6  cartons, 
size  9"xl2"xl4",  8  cartons,  size  9"xl4"xl4",  and  12  car- 
tons, size  9%"xl2"xl4".  When  the  cartons  are  packed,  he 
seals  them  with  adhesive  paper  tape  at  least  two  inches  in 
width. 

3.  Cook  &  Co.  Shipment,  Sales  Order  No.  256.   An  analy- 
sis of  this  shipment  shows  the  shipping  clerk  that  he 
must  use  10  cartons,  9%"xl2"xl4",  and  8  cartons,  9%"x 
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15"xl4".  In  addition,  one  carton  9"xl2"xlO"  is  needed 
for  the  9  dozen  stamp  pads,  packed  one  dozen  to  a  box,  in 
9  boxes.  This  shipment  is  to  a  city  ninety  miles  away,  and 
the  goods,  being  neither  breakable  nor  awkward,  are 
packed  in  neat  cartons. 

4.  Watson,  Ryan  and  Gorton's  Shipment,  Sales  Order 
No.  257.  This  shipment  is  to  go  all  the  way  to  St.  Louis, 
979  miles  by  rail;  the  order  is  large,  and  breakable  mate- 
rials are  to  be  packed.  The  shipping  clerk  decides  to  use 
a  wooden  packing  case.  He  arranges  the  goods  carefully 
so  that  the  breakable  goods  are  neither  at  the  top  nor  the 
bottom.  Why?  He  protects  the  breakable  goods  from  dam- 
age by  cushioning  them  with  excelsior  or  shredded  paper. 
If  the  porcelain  sealers,  the  stamp  pads,  and  the  numbering 
machines  (see  order  No.  257  in  Unit  9,  Lesson  2)  are 
packed  tightly  in  individual  boxes,  what  additional  protec- 
tion is  afforded  ?  Above  all,  nothing  in  the  case  must  rattle. 
This  applies  also  to  packages,  bundles,  cartons,  etc. 

Other  types  of  packing  material  and  containers  used  in 
shipping  are  crates,  barrels,  bags,  cans,  and  boxes.  Calen- 
dars, pictures,  sheet  music,  newspapers,  and  even  soft 
Panama  hats  are  mailed  in  tubes,  folders,  or  wrappers. 

The  Packing  Slip 

Firms  often  find  it  convenient  to  enclose  in  shipments  a 
form  called  a  packing  slip 
(see  illustration  on  this 
page) .  The  packing  slip  en- 
ables the  customer  to  check 
immediately  the  goods  re- 
ceived. It  also  acts  as  a 
check  on  the  shipping  clerk 
and  places  responsibility  for  Packing  Slip 

faulty  or  incorrect  packing  on  the  proper  person.  If  you 
look  at  the  illustration  of  the  packing  slip,  you  will  notice 
that  it  is  much  like  the  sales  order  slip,  except  that  the 
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unit  prices  are  omitted.  Why  are  prices  not  necessary  on 
a  packing  slip?  Why  do  both  the  sales  order  and  the  pack- 
ing slip  act  as  shipping  instructions  to  the  shipping  clerk? 

Summary 

Shipping  clerks  are  required  to  check  goods  for  shipment 
with  the  sales  order  slip,  or  with  a  "packing  slip."  Both 
of  these  forms  serve  as  shipping  instructions.  In  packing 
the  goods,  the  proper  kinds  of  packing  materials  and  con- 
tainers must  be  used.  Goods  should  be  packed  in  cartons, 
cases,  etc.,  in  a  manner  to  avoid  breakage.  Certain  con- 
cerns follow  the  practice  of  inserting  packing  slips  in  ship- 
ments. 

Business  Vocabulary 

verifying  awkward  newspapers 

corrugated  barrels  breakable 

pictures  excelsior 

ADDITIONAL   PROBLEMS  AND   SITUATIONS 
GROUP  I 

1.  The  following  goods  are  to  be  packed  by  the  shipping  clerk 
Of  Strong  &  Williams  for  shipment  in  cartons,  as  indicated : 

3y2  M  Legal  Flat  Envelopes  (500  to  a  carton)  ; 

5  M  Flat  Wallets  (500  to  a  carton) ; 

6  gro.  Notebooks  (18  packages,  of  a  dozen  each,  to  a  carton). 
How  many  cartons  will  the  shipping  clerk  need? 

2.  (a)   Date  stamps  and  stamp  pads  are  packed  24  to  a  box. 
If  a  certain  shipment  includes  12  dozen  of  the  date  stamps,  and 
36  dozen  of  the  stamp  pads,  how  many  boxes  will  be  required  ? 

(b)   If  a  carton  holds  8  boxes,  how  many   cartons  will  be 
needed  for  the  entire  shipment? 

GROUP  II 

1.  The  receiving  clerk  of  Strong  &  Williams  enters  the  ship- 
ping department  with  a  broken  bundle  of  damaged    goods  re- 
turned  by   a  customer.    Whose    is   the   responsibility    for   this 
situation  ?   How  may  it  have  occurred  ?   How  might  it  have  been 
avoided  ? 

2.  Prepare  a  list  of  containers  that  you  would  expect  to  be 


268   OUR   DAILY   CONTACTS   WITH    BUSINESS 

used  by  the  shipping  department  of  a  wholesale  grocery  concern. 
Place  opposite  each  the  names  of  two  or  three  articles  that  can 
be  packed  in  that  particular  container. 

3.  In  preparing  goods  for  shipment  to  Underhill  &  Hooper  on 
sales  order  No.  360    (see  additional  problem  No.  5,  Group  II, 
page  248)  the  shipping  clerk  packed  as  follows: 

Date  Stamps — in  boxes,  24  to  a  box; 
Stamp  Pads — in  boxes,  36  to  a  box; 
Porcelain  Sealers — in  boxes,  24  to  a  box; 
Notebooks — in  packages,  1  doz.  to  a  pkg. 
Numbering  Machines — in  boxes,  1  doz.  to  a  box. 

(a)  How  many  boxes  will  be  used  for  each  of  the  four  items 
placed  in  boxes,  and  how  many  packages  for  the  notebooks? 

(b)  Why  would  wooden  cases  be  used  to  pack  both  boxes  and 
packages  ? 

4.  A  shipping  clerk  of  a  firm  in  St.  Louis,  Mo.,  packs  goods 
destined  for  a  customer  in  Portland,  Ore.,  in  boxes,  12"x6"x6". 
He  uses  140  boxes  for  the  entire  order.  A  wooden  case  4'x3'x3' 
was  obtained  to  hold  all  the  boxes  in  the  shipment. 

(a)  Why  was  a  wooden  case  used? 

(b)  Was  the  wooden  case  large  enough?    Give  figures  to  sup- 
port your  answer.    (Note:  change  the  inches  to  feet  before  finding 
the  contents  of  each  box.) 


LESSON  2 
ADDRESSING  AND  MARKING  SHIPMENTS 

The  shipping  clerk  of  Strong  &  Williams  has  already 
checked  and  packed  the  shipments  to  be  sent  to  the  four 
customers.    Now  the  question  arises :  "How  will  he  show 
on  the  containers  where  the  shipments  are  to  be  sent?" 
Marking  Packages  for  Shipment 

In  the  lower  right-hand  section  of  the  top  of  the  package 
destined  for  Walter  Stone  is  printed  by  hand,  with  black 
crayon,  the  following  name  and  address: 
Walter  Stone 

25.4  West  18th  Street 
Brooklyn,  N.  Y. 
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Package  Marked  for  Shipment 


In  the  upper  left-hand  corner,  the  name  and  address  of 
Strong  &  Williams  are  printed.  Why?  The  shipping-  clerk 

must  remember :  (1)  to 
print  the  customer's 
name  and  address  cor- 
rectly and  legibly, 
(2)  not  to  abbreviate 
the  city  or  town  in  the 
address.  Why?  The  il- 
lustration on  this  page 
shows  the  complete 
marking  on  the  package 
sent  to  Walter  Stone. 
Marking  Cases  for  Ship- 
ment 

Brush  and  ink  are 
used  to  mark  the  pack- 
ing case  in  which  Watson,  Ryan  &  Gorton's  order  is 
shipped.  Marking  with  ink  is  safer  than  with  black  crayon, 
as  the  case  will  be  carried  nearly  1000  miles  to  its  destina- 
tion, and  the  address  and  other  information  marked  on  the 
case  must  be  clear  upon  arrival.  Marking  in  freehand  may 
be  replaced  by  the  use  of  stenciled  letters  and  figures. 
These  are  letter  patterns  cut  out  of  metal  over  which  a 
brush  is  run,  leaving  impressions  of  the  letters  on  the  sur- 
face to  be  marked.  Strong  &  Williams  uses  a  stencil  plate 
to  indicate  the  return  address  on  cases. 

In  marking  the  two  shipments  considered,  as  well  as  the 
other  shipments,  why  might  it  be  advisable  to  mark  the 
customer's  name  and  address  and  also  that  of  Strong  & 
Williams  on  both  top  and  bottom  of  the  package,  carton,  or 
case? 

Concerns  which  ship  merchandise  in  burlap  bags  attach 
tags  on  which  is  printed  the  necessary  shipping  informa- 
tion. 
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Special  Markings 

Occasionally  cartons  shipped  by  Strong  &  Williams  in- 
clude glass  articles.  In  addition  to  marking  the  regular 
shipping  directions,  the  shipping  clerk  prints  or  pastes,  by 
means  of  stickers,  these  two  words  on  the  carton,  "Glass," 
"Fragile."  This  is  to  remind  anyone  who  handles  the  carton 
to  use  proper  care.  Stencilled  or  painted  beforehand  on  the 
burlap  bags  used  in  shipments  are  the  words,  "Use  No 
Hooks."  What  is  the  reason  for  this  special  marking? 

On  the  tops  of  the  cases  in  which  radios  are  shipped,  or 
on  crates  holding  furniture  and  similar  articles,  the  legend, 
"This  side  up,"  is  marked.  Bags  containing  sugar,  flour, 
etc.,  are  marked  "Keep  Dry,"  and  boxes  of  fruit,  vegetables, 
etc.,  are  marked  "Perishable."  What  is  the  purpose  of  each 
of  these  special  markings? 

Lot  Shipments 

Often  Strong  &  Williams'  shipping  clerk  finds  that  he 
must  use  more  than  one  package,  carton,  or  case  to  send 

out  a  single  ship- 
ment. In  order  to 
notify  the  customer 
that  the 
consists 
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shipment 
of  more 

than  one  piece ;  i.  e., 
that  it  is  a  lot  ship- 
ment, the  clerk 
marks  on  each  car- 
ton, case,  or  pack- 
age, "Lot  shipment, 
2  pieces,"  or  "Lot 
shipment,  3  pieces," 
according  to  the  number  of  cartons,  cases,  etc.  The 
markings,  "On  two,"  or  "On  three,"  etc.,  are  sometimes 
used  instead  of  "Lot  shipment,  etc."  In  the  illustration 
above  is  a  copy  of  a  lot  shipment  express  label  that  can  be 
attached  instead  of  marking  by  hand. 


Courtesy:    Railway   Express   Agency 

Lot  Shipment  Express  Label 
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Below  are  shown  some  types  of  markings,  both  regular 
and  special,  placed  on  shipment  containers. 


ERISHABIE 


0  NOT  CRUSH 


Special  Markings  on  Shipments 


CONTENTS -HER 


Strong  &  Williams 
158  Fulton  Street 
New  York,  N.  Y. 


Cook  &  Company 
2755  Chestnut  Street 
Philadelphia,  Penna 


Regular  Markings  on  Shipments 

Summary 

After  the  goods  in  the  outgoing  shipment  have  been 
checked  and  packed,  the  shipping  clerk  marks  the  outside 
of  each  package,  carton,  or  case  with  both  the  customer's 
and  the  shipper's  name  and  address.  To  do  this  he  uses 
black  crayon,  brush  and  ink,  stencil,  or  address  labels  on 
which  some  of  the  shipping  information  such  as  the  ship- 
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per's  name  and  address  has  been  printed  and  the  rest  type- 
written. Special  shipping  markings  are  "Glass,"  "Fragile," 
"Use  no  hooks,"  "Keep  dry,"  "Perishable,"  etc.  Lot  ship- 
ment markings  indicate  that  two  or  more  separate  pieces 
are  included  in  a  single  shipment. 

Business  Vocabulary 

instance  impressions  typewritten 

crayon  perishable  furniture 

ADDITIONAL   PROBLEMS  AND   SITUATIONS 
GROUP  I 

1.  How  many  cartons  will  be  indicated  on  the  "lot  shipment" 
labels  used  by  Strong  &  Williams  in  each  of  the  following  ship- 
ments? (a)  6  M  String  Envelopes  (250  to  a  box;  4  boxes  to  a 
carton),  (b)  8  gr.  Memorandum  Books  (24  packages,  of  a  dozen 
each,  to  a  carton),  (c)  48  doz.  Stamp  Pads  (2  doz.  in  a  package, 
12  packages  to  a  carton),  (d)  12  M  Flat  Wallets  (500  to  a  car- 
ton), (e)  9  M  Flat  Envelopes  (1500  to  a  carton). 

GROUP  II 

1.  When  the  shipping  clerk  of  Strong  &   Williams  finished 
preparing  the  package  for  shipment  to  Walter  Stone,  he  marked 
it.  Why  would  you  be  justified  in  saying  that  the  goods,  if  they 
had  been  bought  on  credit,  now  belonged  to  Walter  Stone? 

2.  (a)   List  the  various  methods  of  marking  packages,  car- 
tons, cases,  and  bags. 

(b)  List  the  special  markings. 

(c)  After  each  item  on  both  lists,  indicate  by  an  example  the 
need  of  each  type  of  regular  or  special  marking. 

3.  Because  of  business   reasons,   your   father   is   obliged  to 
move  the  family  from  their  present  residence  to  St.  Louis,  Mo. 
He  has  a  few  pieces  of  furniture  that  he  prizes  highly  and  de- 
cides to  take  them  along.    Describe  how  he  can  pack  and  mark 
them    for   freight    shipment    so    that    they    are   not    damaged 
in  transportation  and  meet  railroad  regulations. 

4.  A  shipping  clerk  has  packed  merchandise  in  boxes,  and 
the  boxes  in  cartons.   There  are  400  boxes  and  each  carton  holds 
20  boxes. 

(a)  How  many  cartons  are  marked  on  the  "lot  shipment" 
label? 
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(b)  If  cartons  holding  1/4  more  boxes  are  used,  how  will  t-he 
lot  shipment  label  be  marked? 

(c)  What  is  the  great  advantage  gained  by  using  the  slightly 
larger  carton? 


LESSON  3 
METHODS  OF  SHIPPING  GOODS 

The  goods  to  be  shipped  to  the  four  customers  of  Strong1 
&  Williams  have  already  been  checked,  packed,  and  marked. 
The  next  question  to  be  answered  is :  Which  of  the  various 
methods  of  shipping  shall  be  used  for  each  shipment? 

Shipping  by  Parcel  Post 

The  package  prepared  for  Walter  Stone's  order  is  to 
be  sent  to  his  place  of  business  in  Brooklyn,  N.  Y.  Strong 
&  Williams  has  no  delivery  system  of  its  own.  It  has  decided 
that  a  delivery  system  of  its  own  would  not  be  practical 
since  the  larger  part  of  its  sales  are  made  to  customers 
in  towns  and  cities  some  distance  from  New  York  City. 
Hence  some  outside  transportation  agency  must  be  used  to 
send  the  package. 

The  package  weighs  forty  pounds  and  is  less  than  one 
hundred  inches  in  length  and  girth  combined.  In  finding 
the  combined  girth  and  length  of  this  package,  43  inches 
long,  12  inches  wide,  and  14  inches  high,  the  following 
method  is  used : 

12"+12"=24"   (twice  the  width) 

14"-f  14"=28"   (twice  the  height) 

24"+28"— 52"=the  girth 

(The  distance  around  the  parcel  at  its  bulkiest  part  is 
taken  as  its  girth) . 

52"  (girth)   +  43"  (length)   =  95"   (the  combined 
girth  and  length) . 


274   OUR   DAILY   CONTACTS   WITH   BUSINESS 

The  shipping  clerk  knows  that  the  parcel-post  limit  on 
weight  is  70  pounds,  and  on  size,  100  inches  in  length  and 
girth  combined.  Since  the  parcel  post  is  the  cheapest  means 
of  making  this  particular  delivery  to  Brooklyn,  and  the 
package  is  within  the  weight  and  size  limits,  the  shipping 
clerk  sends  Walter  Stone's  package  by  parcel  post.  How- 
ever, to  be  shipped,  the  package  must  be  brought  to  a  post 
office  or  substation. 

Shipment  by  Motor  Truck 

The  order  of  the  Yorkville  Stationery  Store,  New  York 
City,  has  been  packed  in  twenty-six  cartons.  Naturally  it 
is  best  to  ship  the  cartons  together,  and  have  them  arrive 
at  the  same  time.  Why  might  this  not  be  accomplished 
by  parcel  post?  The  shipping  clerk  knows  that  a  private 
truckman  furnishing  motor-truck  service  can  deliver  a  ship- 
ment of  as  many  as  twenty-six  cartons  to  a  place  in  New 
York  City  more  reasonably  than  any  other  shipping  agency. 
He  therefore  asks  his  private  truckman  to  make  the  delivery 
to  the  Yorkville  Stationery  Store.  Note  that  often  trans- 
portation concerns  operating  motor  trucks  are  also  em- 
ployed to  make  deliveries  to  towns  and  cities  not  too  far 
distant  from  shipping  points.  The  trucks  use  the  through 
public  motor  highways  between  cities  and  frequently  cross 
from  one  state  to  another. 

Shipment  by  Express 

Nineteen  cartons  are  to  be  delivered  to  Cook  &  Co.  at 
2755  Chestnut  St.,  Philadelphia,  Pa.  Some  of  the  cartons 
weigh  over  seventy  pounds.  What  method  of  shipment  is 
at  once  eliminated?  Why?  The  trucking  firm  used  by 
Strong  &  Williams  does  not  make  deliveries  outside  of  the 
city.  Therefore  the  shipping  clerk  decides  on  a  public  truck- 
ing or  express  company.  He  knows  that,  as  a  rule,  public 
motor-truck  concerns  are  more  interested  in  larger  ship- 
ments, and  therefore  the  shipping  clerk  finally  chooses  an 
express  company ;  in  this  case,  the  Railway  Express  Agency, 
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Inc.,  as  it  offers  through  service  from  door  to  door.    Why 
did  the  clerk  not  consider  shipping  this  order  by  freight? 

What  advantage  has  delivery  by  an  express  or  public 
truck  company  over  parcel  post?  How  will  the  shipping 
clerk  indicate  to  the  express  company  and  to  Cook  &  Co. 
that  nineteen  cartons  are  being  sent  in  this  shipment? 

Shipment  by  Freight 

The  merchandise  to  be  sent  to  Watson,  Ryan  &  Gorton, 
located  at  357  Market  St.,  St.  Louis,  Mo.,  has  been  packed 
in  a  wooden  case.  The  shipping  clerk  realizes  at  once  that 
it  will  be  cheapest  to  make  this  shipment  by  freight,  since 
for  long  distances  freight  rates  are  much  lower  than  the 
rates  of  any  other  shipping  method.  The  case  must  be 
brought  to  the  railroad  freight  depot  by  the  private  truck- 
man. The  railroad  then  transports  the  shipment  to  its 
freight  depot  at  St.  Louis,  from  which  point  Watson,  Ryan 
&  Gorton  have  it  brought  to  their  place  of  business.  One  or 
two  railroads  have  arrangements  to  pick  up  shipments  at 
the  shipper's  address  and  deliver  them  directly  to  the 
buyer's  place  of  business. 

Where  the  time  element  is  not  so  important,  large  ship- 
ments for  great  distances  from  a  city  or  town  in  the  East 
to  another  in  the  West,  and  vice  versa,  are  routed  by  rail 
and  waterways  transportation  combined.  This  method  of 
transportation  saves  in  freight  charges.  Why?  Goods 
shipped  from  one  coast  city  to  another  are  sometimes  trans- 
ported by  water  only  on  coastwise  steamers.  When  and 
why  would  this  type  of  transportation  service  be  used? 

Shipment  by  Airplane 

Strong  &  Williams  has  no  occasion  to  send  parcels  by 
airplane.  The  increased  cost  of  transportation  by  airplane 
forbids  this.  Many  concerns,  however,  such  as  banks, 
brokerage  firms,  etc.,  find  it  practical  to  send  small  parcels 
by  airplane,  as  they  feel  that  the  time  saved  makes  up  for 
the  added  cost. 
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Methods  of  Shipping  Goods 
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Comparison  of  the  Methods  of  Shipment 

On  page  276  are  pictures  illustrating  the  five  methods  of 
shipping:  parcel  post,  motor  truck,  express,  freight  (rail 
and  boat),  and  airplane.  Let  us  compare  these  methods  so 
that  we  may  better  understand  when  one  or  the  other  meth- 
od should  be  used  by  a  business  organization. 

Shipment  by  freight  is  the  slowest,  but  cheapest  for  long 
distances.  There  is  a  type  of  freight  service  called  "fast 
freight"  that  is  quicker  and  costlier  as  well.  Large  ship- 
ments to  customers  hundreds  of  miles  away  would  be  sent 
generally  by  ordinary  freight  to  reduce  the  cost  of  trans- 
portation. Packages  and  cartons,  under  seventy  pounds  and 
less  than  one  hundred  inches  in  girth  and  length  combined, 
can  be  sent  most  economically  by  parcel  post.  For  direct 
delivery  from  the  shipping  room  of  Strong  &  Williams  to 
the  receiving  room  of  customers  located  at  some  distance 
the  express  company  service  is  the  best,  although  the  rates 
are  high. 

"Lot"  shipments  to  cities  a  hundred  miles  or  so  away 
can  be  made  most  conveniently  and  cheaply  by  motor-truck 
service.  These  motor  trucks  travel  on  highways  connecting 
large  cities  and  make  good  time  at  a  comparatively  low 
cost.  For  fast  time  to  far  distant  places  airplane  service 
is  considerably  better  than  any  other  method  of  shipping. 
Naturally  large  packages  will  not  be  sent  by  air,  and  some- 
times the  cost  of  sending  even  smaller  ones  may  offset  the 
advantage  gained  by  quick  service. 

In  using  freight,  the  cost  of  carting  to  the  freight  depot 
or  steamship  pier  must  be  considered.  The  delivery  cost 
from  the  freight  depot  or  pier  to  the  customer's  address  is 
also  to  be  considered.  Parcel  post  involves  the  use  of  trucks, 
delivery  wagons,  or  errand  boys  to  carry  the  goods  to  the 
local  post  office,  all  of  which  are  added  costs.  By  express  and 
motor-truck  service,  the  goods  are  picked  up  and  delivered 
directly.  In  choosing  the  method  of  shipping,  the  shipping 
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clerk  must  consider:  first,  the  question  of  possible  use; 
second,  cost;  and,  finally,  time  and  convenience.  In  a  rush 
order  it  pays  to  sacrifice  cost  to  what?  Large  shipments 
make  it  impossible  to  use  what  two  types  of  service  ?  Which 
of  the  five  methods  of  shipping  would  you  not  use  for  short 
distances?  Why  may  the  customer  himself  decide  on  the 
method  of  shipping  to  be  used? 

Many  wholesale  concerns  find  it  advisable  to  maintain 
their  own  delivery  trucks,  and  even  to  employ  errand  boys 
to  make  their  smaller  deliveries.  Large  retail  trading  con- 
cerns, as  a  general  rule,  have  their  own  delivery  systems. 
Some  wholesalers  and  retailers  (department  stores)  employ 
special  agencies  (for  example,  United  Parcel  Delivery  Sys- 
tem) which  provide  parcel  and  package  delivery  services. 

Summary 

Five  methods  of  shipping  are  employed  in  transporting 
merchandise:  parcel  post,  freight,  express,  motor  truck, 
and  airplane.  Each  method  has  its  advantages  and  disad- 
vantages in  relation  to  possible  use,  cost,  time,  and  con- 
venience. Many  wholesalers  maintain  their  own  delivery 
systems,  using  trucks,  errand  boys,  etc.  Retail  concerns 
often  employ  special  agencies  that  provide  parcel  and  pack- 
age delivery  service  at  reasonable  rates. 

Business  Vocabulary 

offset  airplane  express 

transportation  parcel  post 

comparatively  sacrifice 


ADDITIONAL   PROBLEMS   AND    SITUATIONS 
GROUP  I 

1.  The  post  office  limits  the  size  of  parcel-post  packages  to  a 
maximum  of  100"  in  length  and  girth  combined.  Find  the  com- 
bined girth  and  length  of  each  of  the  following  packages  to 
decide  whether  any  can  be  sent  by  parcel  post: 
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Parcel  1— Length  28",  width  15",  depth  12" 
Parcel  2— Length  24",  width  18",  depth  16" 
Parcel  3— Length  36",  width- 12",  depth  10" 
Parcel  4— Length  36",  width  18",  depth  16" 
Parcel  5— Length  40",  width  20",  depth  18" 

(a)  How  much  under  the  maximum  limit  is  each  of  the  pack- 
ages suitable  for  parcel  post? 

(b)  How  much  over  the  maximum  is  each  of   the  packages 
that  cannot  be  shipped  by  parcel  post? 

GROUP  II 

1.  Decide  in  each  of  these  situations  what  method  or  meth- 
ods of  transportation  or  delivery  could  best  be  used  by  Bauer 
Co.,  a  plumbing  supplies  wholesaler,  located  at  Cincinnati,  Ohio. 
Give  a  reason  in  each  instance  for  your  answer. 

(a)  A  large  case  is  to  be  shipped  to  a  customer  in  Boston, 
Mass.  The  delivery  of  the  goods  is  to  be  hurried. 

(b)  A  small  package  is  to  be  delivered  in  the  city  itself  within 
the  hour. 

(c)  An  order,  packed  in  thirty  cartons,  is  to  be  sent  to  a  cus- 
tomer in  Columbus,  Ohio. 

(d)  A  package,  weighing  65  Ibs.,  32"  long,  20"  wide,  10"  deep, 
is  to  go  to  Charles  Rogers,  Chicago,  111. 

(e)  A  bundle,  to  be  shipped  to  St.  Louis,  Mo.,  weighs  ninety 
pounds. 

(f)  An  envelope  containing   very   important   documents   and 
weighing  ten  ounces,  must  reach  San  Francisco  in  the  shortest 
possible  time. 

(g)  A  package,  weighing  forty  pounds  and  20"  long,  15"  wide 
and  9"  deep,  is  to  go  to  New  York,  N.  Y. 

2.  Two  orders  have  been  packed  and  are  ready  for  shipment 
by  the  shipping  clerk  of  Robbins,   Clark  and  West,   wholesale 
dealers  in  athletic  goods,  located  at  125-127  State  St.,   Buffalo, 
N.  Y.   Decide  how  each  order  is  to  be  shipped,  and  indicate  the 
considerations  that  influenced  you  to   decide  upon  one,  and  not 
another,  method  of  shipment. 

(a)  Order  No.  398  is  to  be  sent  to  T.  Wright,  112  Western 
Ave.,   Baltimore,  Md.    Goods   are  packed   in  five  cartons,   each 
weighing  forty  pounds,  and  20"  x  10"  x  10"  in  dimensions. 

(b)  Order  No.  399  is  packed  in  a  bundle  36"  x  12"  x  10", 
weighs  fifty  pounds,  and  is  to  be  shipped  to  Howe  &  Co.,  1512 
Grant  Avenue,  Chicago,  111. 
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LESSON  4 

COST  OF  SHIPPING  BY  PARCEL  POST,  MOTOR 
TRUCK,  AND  AIRPLANE 

The  problem  of  determining  the  cost  of  each  of  the 
methods  of  shipment  used  by  the  shipping  department  of 
Strong  &  Williams  will  be  taken  up  in  detail  in  this  and 
the  next  lesson.  To  make  the  discussion  clearer  and  more 
complete,  situations  involving  shipments  by  wholesale  con- 
cerns in  different  parts  of  the  country  will  be  considered. 

Cost  of  Shipping  by  Parcel  Post 

In  Unit  4,  Lesson  4,  the  methods  used  by  the  mail  clerk 
to  determine  the  cost  of  sending  packages  by  parcel  post, 
or  fourth-class  mail,  were  explained.  The  shipping  depart- 
ment has  exactly  the  same  problem,  despite  the  fact  that 
it  generally  ships  larger  and  heavier  packages  and  bundles 
than  does  the  mailing  department.  It  is,  therefore,  well 
for  us  to  mention  again,  and  in  detail,  what  was  dealt  with 
in  that  lesson,  so  that  we  can  apply  our  information  to  the 
problems  we  meet  in  finding  the  cost  of  shipping  merchan- 
dise by  parcel  post. 

We  remember  that: 

1.  The  cost  of  transportation  by  parcel  post  depends  on 
the  two  factors  of  distance  and  weight. 

2.  The  United  States  Post  Office  Department  distributes 
a  table  giving  the  rates  of  postage  on  parcel  post,  or  fourth- 
class  mail,  according  to  zones.    (See  page  97.) 

3.  On  parcel-post  shipments  there  are    (a)    a  specified 
rate  for  the  first  pound,  and  (b)  a  varying  rate  for  each 
additional  pound  over  the  first.    The  specific  rate  depends 
on  the  zone  in  which  the  address  to  which  the  parcel  is 
being  mailed  is  located.    The  parcel-post  zones,  in  turn, 
are  determined  by  the  distance  between  the  shipper  and 
point  of  destination. 

4.  The  local  rate  applies  to  any  package  sent  from  one 
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address  in  a  certain  post-office  designation  to  another  ad- 
dress in  the  same  post-office  designation ;  for  example,  from 
58  North  8th  St.,  Philadelphia,  to  2509  Kensington  Ave., 
Philadelphia. 

5.  Zone  1  rate  applies  to  a  package  sent  a  distance  no 
more  than  fifty  miles  from  point  of  mailing.  Zone  2  rate 
contains  all  points  50  to  150  miles  away;  zone  3  points  150 
to  300  miles  away,  etc.  The  table  on  page  96  gives  a  few 
distances  in  miles  between  places  of  shipping  and  places  of 
destination. 

From  New  York  City  (Manhattan)  to  Brooklyn,  N.   Y. 

Problem  1.  The  package  sent  by  Strong  &  Williams,  located  at 
158  Fulton  St.,  New  York  City,  to  Walter  Stone,  254  West  18th  St., 
Brooklyn,  N.  Y.,  is  shipped  by  parcel  post.  The  package  weighs 
forty  pounds.  How  much  is  the  parcel-post  charge? 

Brooklyn,  the  point  of  destination,  is  a  part  of  Greater 
New  York  but  does  not  have  the  same  post  office  as  the 
Boroughs  of  Manhattan  and  Bronx  (designated  as  New 
York  City) .  Therefore  the  local  rate  does  not  apply.  Brook- 
lyn is  less  than  fifty  miles  from  New  York  City ;  hence  the 
rates  for  zone  1  apply.  The  table  on  page  97  gives  the  rate 
for  zone  1  at  8c  for  the  first  pound,  and  l.lc  for  each  addi- 
tional pound.  The  cost  of  shipping  the  40  Ib.  package  to 
Walter  Stone  is  found  as  follows : 


Cost  of  1st  Ib.  =  $.08 

Cost  of  39  additional  Ibs.  (39  x  $.011)  =     .429 

Cost  of  40  Ibs.  =  $.509  or  $.51* 

*  A  fraction  of  a  cent  in  the  total  amount  of  postage  is 
counted  as  a  full  cent. 


From  Buffalo,  N.  Y.,  to  Chicago,  111. 

Problem  2.  The  shipping  department  of  Robbins,  Clark  and 
West,  Buffalo,  N.  Y.,  ships  via  parcel  post  to  Howe  &  Co.,  Chicago, 
III.,  a  bundle  weighing  fifty  pounds.  What  is  the  parcel-post  charge? 
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From  the  table  of  distances  on  page  96  and  zone  table  on 
page  97,  we  find  that  Chicago,  111.,  is  525  miles  from  Buffalo, 
N.  Y.,  and  is  in  the  fourth  zone  distant  from  Buffalo,  the 
place  of  shipping.  Therefore  the  parcel-post  rates  for  zone 
4  apply,  which  are  lOc  for  the  first  pound  and  3.5c  for  each 
additional  pound  (see  table  on  page  97).  The  parcel-post 
charge  is  found  as  follows : 


Cost  of  1st  Ib.  $0.10 

Cost  of  49  additional  Ibs.  (49x$.035)    1.715 

Cost  of  50  Ibs. 


$1.815  or  $1.82 


Cost  of  Shipping  by  Motor  Trucks  and  Airplane 

The  rates  per  pound  for  transportation  by  motor  truck, 
or  airplane  vary  with  distance ;  the  cost  is  found  by  multi- 
plying the  weight  in  pounds  by  the  rate  per  pound.  On  this 
page  and  on  page  283  are  shown  the  rates  charged  by  air- 
plane and  motor  truck  companies.  Air  express  rates  may  in- 
clude charges  for  "pick-up" — delivery  from  shipper's  place 
of  business  to  airport — and  "delivery" — delivery  from  air- 
port at  destination  to  buyer's  place  of  business.  Motor- 
truck and  airplane  transportation  rates  per  pound  are 
sometimes  determined  by  space  occupied,  in  addition  to 
distance.  This  space  charge  is  really  the  same  as  a  classifi- 
cation charge.  The  latter  will  be  explained  in  connection 
with  freight  and  express  shipments  in  the  next  lesson. 


between  NEW  YORK  and 

51b. 
Butte  $5.64 
Chicago  2.14 
Dallas  4.14 
Denver  4.24 
Kansas  City                3-04 

10  Ib. 
$10.44 
3.44 
7.44 
7.64 
5.24 
10.44 
3.84 
4.84 
5.24 
8.84 
10.44 
10.44 

between  CHICAGO  and: 
51b. 
Cleveland                   $1.34 

10  Ib. 
$1.84 
4.44 
4.64 
2.24 
8.24 
3.44 
6.04 
2.24 
8.84 
2.04 
5.84 
8.64 

Dallas  
Denver  
Kansas  City  
Los  Angeles  
New  York  
Ogden  
Omaha           .   .  . 

.  .  2.64 
..  2.74 
..   1.54 
..  4.54 
..  2.14 
.  3.44 
..  1.54 
..  4.84 
..   1.44 
..   3.34 
..  4.74 

Los  Angeles  
Milwaukee  

..  5.64 
..  2.34 
284 

Omaha  
Salt  Lake  
San  Francisco  .  .  . 
Seattle  

..  3.04 
..  4.84 
..  5.64 
..  5.64 

Portland 

St.  Paul  
Salt  Lake  
San  Francisco.  .  . 

Section  of  Air  Express  Rate  Book 
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POUNDS 
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0          5 

$.35 

$.41 

$.45 

$.51 

$.48 

$.50 

$.51 

$.51 

$.51 

$.52 

$.40 

$.52 

5         10 

.39 

.47 

.53 

.67 

.61 

.65 

.67 

.66 

.67 

.70 

.45 

.70 

10        15 

.44 

.52 

.62 

.85 

.73 

.80 

.85 

.82 

.85 

.88 

.50 

.88 

15        20 

.48 

.58 

.70 

1.02 

.87 

.95 

1.02 

.98 

.02 

.05 

.55 

.05 

20        25 

.53 

.65 

.79 

1.17 

1.01 

1.10 

1.17 

1.12 

.17 

.21 

.60 

.21 

26        30 

.57 

.71 

.87 

1.29 

1.10 

1.21 

1.29 

1.23 

.29 

.33 

.65 

.33 

30        35 

.62 

.76 

.96 

1.40 

1.20 

1.32 

1.40 

1.34 

.40 

.46 

.69 

.46 

35        40 

.66 

.82 

1.04 

1.52 

1.29 

1.42 

1.52 

1.45 

.52 

.58 

.74 

.58 

40        45 

.70 

.87 

1.13 

1.64 

1.39 

1.53 

1.64 

1.56 

.64 

.71 

.79 

.71 

45        60 

.75 

.93 

1.21 

1.76 

1.49 

1.64 

1.76 

1.68 

.76 

1.83 

.84 

.83 

50        55 

.79 

.98 

1.28 

1.88 

1.58 

1.75 

1.88 

1.79 

1.88 

1.96 

.89 

1.96 

55        60 

.84 

1.04 

1.36 

1.99 

1.68 

1.86 

1.99 

1.90 

1.99 

2.08 

.94 

2.08 

60        65 

.88 

1.10 

1.43 

2.11 

1.78 

1.97 

2.11 

2.02 

2.11 

2.21 

.99 

2.21 

65        70 

.92 

1.15 

1.50 

2.23 

1.87 

2.08 

2.23 

2.13 

2.23 

2.33 

1.04 

2.33 

70        75 

.97 

1.21 

1.58 

2.35 

1.97 

2.18 

2.35 

2.24 

2.35 

2.46 

1.09 

2.46 

75        80 

1.01 

1.26 

1.65 

2.47 

2.06 

2.29 

2.47 

2.35 

2.47 

2.58 

1.14 

2.58 

80        85 

1.06 

1.32 

1.72 

2.59 

2.16 

2.40 

2.59 

2.46 

2.59 

2.71 

1.19 

2.71 

85        90 

1.10 

1.37 

1.80 

2.71 

2.26 

2.51 

2.71 

2.58 

2.71 

2.83 

1.24 

2.83 

90        95 

1.15 

1.43 

1.87 

2.83 

2.35 

2.62 

2.83 

2.69 

2.83 

2.96 

1.29 

2.96 

96       100 

1.19 

1.48 

1.95 

2.94 

2.45 

2.73 

2.94 

2.80 

2.94 

3.08 

1.34 

3.08 

The  charges  on  shipments  weighing  over  100  pounds  may  be  ascertained  by 
multiplying  the  rate  for  100  pound  package  by  the  number  of  pounds  in  the  ship- 
ment and  dividing  the  product  by  100. 

Shipments  may  be  forwarded  either  prepaid  or  collect.  All  shipments  travel 
under  signature.  Liability  $50.00  for  100  pounds  or  less  and  at  same  ratio  for 
heavier  shipments.  No  C.  O.  D.  shipments  accepted.  Maximum  weight  150  pounds. 

Maximum  size  24  x  24  x  48  inches.  Maximum  value  $300. 

Motor  Truck  Rates  from  New  York  City 
Summary 

The  cost  of  transportation  by  parcel  post,  motor  truck, 
or  airplane,  depends  on  distance  and  weight.  Parcel  post 
service  rates  vary  according  to  distance  zones  and  are  based 
on  an  initial  charge  for  the  first  pound  and  a  charge  for 
every  additional  pound,  the  rate  increasing  from  zone  to 
zone. 


Business  Vocabulary 

distance 
circular 


local 


designation 
district 
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ADDITIONAL   PROBLEMS  AND   SITUATIONS 
GROUP  I 

1.  Find  the  parcel-post  charge  on  each  of  the  following  pack- 
ages: 

Shipped 

to  Parcel-Post  Rate 

Weight  of  Package     Zone        1st  Ib.  Each  additional  Ib. 

(a)  11  Ibs.  4  10*  3.5^ 

(b)  9  Ibs.          Local  7tf  Itf  for  each  2  Ibs. 

(c)  21  Ibs.  3  9tf  24 

(d)  10  Ibs.  8  15^  11^ 

(e)  31  Ibs.  6  12tf  It 

GROUP  II 

1.  The  shipping  department  of  Jackson  &  Anderson,  275  West 
Madison  Street,  Chicago,  111.,  ships  merchandise  by  parcel  post  to 
five  customers.  What  is  the  parcel-post  charge  on  each  of  the 
shipments  ? 

Weight 
of 

Ship- 
Name  of  Customer  Address  ment 
(a)   Marvin  Dept.  Store,  4502  Gates  Ave.,  St.  Louis,  Mo.  58  Ibs. 
*(b)   Stanwood  &  Douglas,  159  Broadway,  Oak  Park,  111.  36  Ibs. 

(c)  Bancroft  Store,  1508  Stout  St.,  Denver,  Colo.  67  Ibs. 

(d)  Manton  Dept.  Store,  1256  Wilshire  Blvd., 

Los  Angeles,  Calif.  44  Ibs. 

(e)  Amster  &  Sons,  309  Frankford  Ave., 

Philadelphia,  Pa.  59  Ibs. 

*  First  zone — Oak  Park  is  a  suburb  of  Chicago. 

NOTE :  For  the  four  other  shipments  use  table  of  distances  on 
page  96  and  zone  rates  on  page  97. 
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LESSON  5 
COST  OF  SHIPPING  BY  FREIGHT  AND  BY  EXPRESS 

In  considering  the  cost  of  transportation  by  freight,  we 
find  that  a  new  problem  arises.  Parcel-post  charges  are 
determined,  as  we  learned  in  the  previous  lesson,  by  the 
distance  a  shipment  is  transported  and  by  its  weight.  In 
freight  shipments,  however,  a  third  important  factor  is 
involved. 
Finding  the  Cost  of  Freight  Shipments 

1.  Freight  Tariff  Guide.       Two   shipments   of   different 
types  of  merchandise  weigh  the  same  amount  and  travel 
the  same  distance.  One  consists  of  stationery,  in  boxes ;  the 
other,  adding-machine  stands,  packed  in  crates.  Because  of 
the  form  and  shape  of  the  goods  shipped  and  the  container 
employed,  one  of  the  shipments  may  occupy  more  or  less 
space,   or   involve   more   or  less   labor   in   handling   than 
the  other.    Each  of  the  shipments,  therefore,  receives  a 
classification  number  which  is  determined  by  the  type  of 
merchandise  the  shipment  holds  and  the  container  used  in 
shipping.   The  classification  number  increases  or  decreases 
the  freight  rate.   Interstate  freight  rates  are  regulated  by 
the     United     States     Interstate     Commerce     Commission 
(I.  C.  C.)  and  are  published  in  what  is  called  the  Railroad 
Freight  Tariff  Guide.   On  page  286  are  specimen  pages  of 
Consolidated  Freight  Classification  No.  8,  and  Memorandum 
of  Class  Rates. 

To  find  the  cost  of  transportation  by  freight  the  classi- 
fication number  must  be  determined  first  and  then  the 
weight  rate  according  to  distance  for  the  classification. 
This  weight  rate  is  finally  multiplied  by  the  total  weight  to 
find  the  total  freight  cost.  Note  that  all  freight  rates  are 
based  on  the  unit  of  100  Ibs.  Shipments  totaling  less  than 
100  Ibs.  are  charged  as  if  they  weighed  100  Ibs. 

2.  Finding  the  Freight  Cost.       Problem   1   on  page  287 
illustrates  the  finding  of  freight  costs. 
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HH 

ARTICLES 

RATINGS 

Official 

liii^ir 

Southern 

Western 

6 

Starters,  Gasoline  Engine,  see 

Note,  in  boxes  or  crates  : 

L.  C.  L  

1 

1 

1 

C.  L.,  min.  wt.  30,000  Ibs  

5 

5 

A 

7 

Note  —  Applies  also  on  assemblies  con- 

sisting of  starting  motors  and  wiring 

to  connect  same  with  batteries. 

8 

Stationery,  N.O.I.  B.N.,  in  boxes.. 

1 

1 

1 

9 

Staves,  Pipe  or  Flume,  wooden: 

Loose  or  in  packages,  L.  C.  L  .  .  . 

4 

4 

4 

Loose  or  in  packages,  C.  L.,  min. 

wt.,  36,000  Ibs  

6EID 

A  or  8 

D 

Consolidated  Freight  Classification  No.  8 


NEW  YORK,  N.  Y. 

iH 

*H£ 

•H  O 

and  other  Stations  named  In  © 

CQtH 

CO  4-3 
38 

CLASSES 

rH  O 
0 

1 

2 

3 

4 

5 

6 

R25 

R26 

Rutland  (J).  .Vt 
Rutland  (N).  .V1 

0 
0 

84 
87 

71 
74 

59 
61 

42 

44 

29 

30 

23 
24 

59 
61 

46 
48 

Saginaw.  .  .Mid: 

0 

131 

111 

92 

66 

46 

36 

92 

72 

St.Louis  (D)  .Mo 

0 

167 

142 

L17 

84 

58 

46 

117 

92 

St.Louis  (I)  .Mo 

0 

161 

138 

310 

80 

57 

45 

110 

87 

St.  Paul.  .  .Minn 

w 

212 

180 

148 

117 

80 

... 

... 

•  •  • 

Salem  (J).  .Mass 

0 

88 

75 

62 

44 

31 

24 

62 

48 

Salem  (N).  .Mass 

0 

88 

75 

62 

44 

31 

24 

62 

48 

San  Antonio  Tex 

361 

307 

253 

199 

144 

kJCULl  .rill  U  wii  J.  vy  •   X  w  rf> 

Sandusky  (D)Ohic 

0 

OVJJL 

121 

O\y  / 

103 

*AJO 

85 

Jb&0 

61 

JU  A  Jt 

42 

33 

85 

67 

Memorandum  of  Class  Rates 
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EXPLANATION  OF  ABBREVIATIONS,  CHARACTERS 
AND  SYMBOLS 


Characters  Appearing  in  Territorial  Rating  Columns 


1 means  First  Class  4 means  Fourth  Class 

2 "       Second  Class  5 "       Fifth  Class 

R25 "       Rule  25  Class  6 "       Sixth  Class 

3 "       Third  Class  7 "       Seventh  Class 

R26 "       Rule  26  Class  8 "       Eighth  Class 

A means  Class  A  or  Eighth  Class. 

B "       Class  B  or  Seventh  Class. 

C "       Class  C  or  Ninth  Class. 

D "       Class  D  or  Tenth  Class. 

E..  «       Class  E. 


Abbreviations  Appearing  in  the  Description  of  Articles 

L.C.L .  .  means  Less  than  Carload.  N.O.I.B.N. means  Not  otherwise 

C.L . .  .  .      "       Carload.  indexed  by  name. 

Lbs "       Pounds.  S.U "       Set  up. 

Min.  wt.     "       Minimum  weight.     K.D "    Knocked  down. 


Freight  Abbreviations,  Characters,  and  Symbols 


Problem  1.  Find  cost  of  the  freight  shipment  made  by  Strong 
&  Williams,  New  York,  N.  Y.,  to  Watson,  Ryan  &  Gorton,  St.  Louis, 
Mo.  Weight  of  case  shipped  is  165  Ibs.,  the  contents  are  memo 
books,  date  stamps,  sealers,  stamp  pads,  numbering  machines. 


Solution — Step  1.  Under  classification  "Station- 
ery" in  specimen  pages  of  U.  S.  Freight  Tariff  Guide, 
page  286  of  this  text,  the  shipment  receives  the  clas- 
sification No.  1. 

Step  2.  The  rate  to  St.  Louis,  Mo.,  from  New  York, 
N.  Y.  (memorandum  of  Class  Rates),  for  classifica- 
tion No.  1,  is  $1.67  per  100  Ibs. 

Step  3.  Weight  165  Ibs.  +  100  =  1.65  freight  units. 
$1.67  x  1.65  =  $2.76,  cost  of  freight. 
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3.  L.  C.  L.  and  C.  L.  Shipments.  Some  freight  shipments 
fill    one    or   more    entire   freight   cars;    others    have   to 
be  placed  together  with  different  shipments    (all  headed 
for  the  same  geographical  point),  to  fill  a  single  freight 
car.   The  first  are  called  "carload"  shipments,  the  second, 
"less  than  carload"  shipments.   It  should  be  clear  that  the 
unit  rate  for  "less  than  carload"  shipments  will  be  greater 
than  the  unit  rate  for  "carload"  shipments.    Expressed  in 
abbreviated  form  we  say :  L.  C.  L.  rates  are  more  than  C.  L. 
rates.  For  example,  the  Tariff  Guide  shows  that  the  L.  C.  L. 
rate  to  New  Orleans,  La.,  from  New  York,  N.  Y.,  is  $2.62, 
while  the  C.  L.  rate  is  $1.56.  Wherever  possible,  firms  try 
to  send  carload  shipments  to  obtain  the  lower  rate.   Strong 
&  Williams  usually  ships  in  less  than  carload  lots.    How- 
ever, occasionally  they  use  a  forwarding  company  that  is 
able  to  give  them  a  better  rate  than  the  L.  C.  L.,  because 
this  company  pools  (combines)  shipments  from  many  dif- 
ferent firms  and  ships  them  as  single  shipments  of  carload 
lots. 

4.  F.  O.  B.  Points.     Strong  &  Williams  generally  pays 
the  freight  charges  on  goods  shipped  to  customers.    Ship- 
ments are  sent  "free  on  board"  (F.  0.  B.)  to  place  of  des- 
tination of  customer.  For  example,  the  shipment  to  Watson, 
Ryan  &  Gorton  of  St.  Louis  is  sent  "F.  0.  B.  St.  Louis," 
which  means  that  Watson,  Ryan  &  Gorton  are  not  charged 
for  the  railroad  transportation  to  the  freight  depot  at  St. 
Louis.   This  type  of  shipment  is  called  "F.  0.  B.  destina- 
tion." 

Occasionally  Strong  &  Williams  makes  a  sale  on  which 
the  customer  is  to  pay  the  freight  charges.  Strong  & 
Williams  arranges  with  the  railroad  company  that  the 
freight  charges  are  to  be  collected  at  destination  from  the 
customer.  Such  shipments  are  sent  "charges  collect."  If 
Strong  &  Williams  prepaid  the  charges  for  the  customer, 
these  would  be  added  to  the  cost  of  the  merchandise  listed 
in  the  invoice  sent  to  the  customer.  A  sale  of  this  kind 
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is  "F.  0.  B.  New  York,  N.  Y.,"  as  all  the  freight  charges 
from  New  York  onwards  are  paid  by  the  customer.  This 
type  of  shipment  is  called  "F.  0.  B.  shipping  point." 

Finding  the  Cost  of  Shipping  by  Express 

By  the  authority  of  the  U.  S.  Interstate  Commerce  Com- 
mission, express  companies,  in  applying  transportation 
rates,  are  bound  by  classifications  given  in  express  tariff 


CITY 

Scale 
No. 

1 

2 

CITY 

Scale 
No. 

1 

2 

Phila.,  Pa  
Chicago,  111.  . 

20 
67 

1.45 
3.80 

1.09 

2.85 

Key  West,  Fla  .  .  . 
Spokane,  Wash.  .  . 

Ill 
212 

6.00 
11.05 

4.50 
8.29 

San  Francisco,  Cal. 
St.  Louis,  Mo.  .  .  . 
New  Orleans,  La.  . 
Rochester,  N.  Y.  . 
Columbus,  Ohio.  . 

248 
71 
99 
36 
56 

12.85 
2.17 
5.40 
2.25 
1.80 

9.64 
1.63 
4.05 
1.69 
1.35 

Detroit,  Mich.  .  .  . 
Augusta,  Maine  . 
Omaha,  Nebraska 
Waco,  Texas  
Boston,  Mass 

61 
44 

100 
133 

28 

3.50 
2.65 
5.45 
7.10 

1.85 

2.62 
1.99 
4.09 
5.32 
1.39 

A  Summary  of  Express  Rates  from  New  York,  N.  Y. 

guides,  just  as  railroad  and  steamship  companies  are.  Ex- 
press charges,  too,  depend  on  classification,  weight,  and  dis- 
tance, and  are  figured  similarly  to  freight  charges.  Express 
companies  have  two  classes  of  rates :  first-  and  second-class, 

depending  upon  the  type  of 
merchandise.  The  rates  on  the 
former  are  higher  than  on  the 
latter.  On  this  page  and  the 
next  are  illustrations  from 
the  Express  Tariff  Guide  giv- 
ing the  rate  scales  applying 
from  New  York,  N.  Y. 

The  shipment  to  Cook  &  Co. 
of  Philadelphia  from  Strong 
&  Williams  of  New  York  con- 
tains merchandise  classified 
under  Fibreboard  or  Paper  as 
illustration  on  page  291.)  The 


Office 

Block 
No.  and 
Sub-Bl. 
Letter 

Scale  No.  |  1 

Perkiomenville  
Perryopolis  (DCL)  .  . 
(See  Notes  1  and  2, 
page  165) 
Petersburg 

950    L 
946    0 

947    H 

20 
40 

36 

(Huntingdon  Co.) 
Petrolia  
Philadelphia  (C.  H.) 
(D)  

846    0 
1050    D 

47 
20 

Section  of  Express  Tariff 
Guide  (from  New  York,  N.  Y.) 

classification  No.  1.    (See 
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rate  to  Philadelphia,  first  class,  is  $1.45  per  C  Ibs.  Since  the 
carton  filled  with  merchandise  weighs  150  Ibs.,  or  1.50  C 
Ibs.,  the  express  charge  is  $1.45  x  1.50  =  $2.18. 


Schedule  of  First  and  Second-Class 
Express  Rates  in  Cents 

Pounds 

Scale  Numbers 

19 

20 

21 

22 

23 

24 

25 

26 

27 

1st 
Class 

2d 
Class 

1st 
Class 

2d 

Class 

1st 
Class 

| 
2d      1st 
Class  Class 

M 
Class 

1st 
Class 

2d 
Class 

1st 
Class 

2d 

Class 

1st 
Class 

2d 
Class 

1st 
Class 

2d 
Class 

1st 
Class 

2d 

Class 

51 
53 
53 
54 
55 

89 
90 
91 
92 
93 

67 
67 
68 
69 
70 

91 
92 
93 
94 
95 

68 
69 
70 
70 
71 

94 
95 
96 
97 
98 

70 
71 
72 
73 
73 

96 
97 
99 
100 
101 

72 
73 
74 
75 
76 

99 
100 
101 
102 
104 

74 
75 
76 
76 
78 

101 
103 
104 
105 
106 

76 
77 
78 
79 
79 

104 
105 
107 
108 
109 

78 
79 
80 
81 
82 

106 
108 
109 
111 
112 

79 
81 
82 
83 
84 

109 
110 
112 
113 
115 

82 
82 
84 
85 
86 

U6 
97 
98 
99 
1OO 

136 
137 
138 
139 
140 

102 
103 
103 
104 
105 

141 
142 
143 
144 
145 

106 
106 
107 
108 
109 

145 
147 
148 
149 
150 

109 
110 
111 

| 

150 
151 
153 
i!54 
155 

112 
113 
115 
115 
116 

155 
156 
157 
159 
160 

116 
117 
118 
119 
120 

160 
161 
162 
164 
165 

120 
121 
121 
123 
124 

165 
166 
167 
169 
170 

124 
124 
125 
127 
127 

169 
171 
172 
174 
175 

127 
128 
129 
130 
131 

174 
176 
177 
179 
180 

130 
132 
133 
134 
135 

Rates  from  New  York  City 


Summary 

Charges  on  shipments  by  freight  (rail  or  steamship) 
and  by  express  are  determined  by  the  classification  of  mer- 
chandise shipped,  the  distance  the  shipment  is  transported, 
and  its  weight.  Freight  tariff  guides  and  express  tariff 
guides  are  published  for  the  guidance  of  shippers.  In  these 
guides  are  given  the  classification  numbers  and  rates  to 
destination  of  the  various  classifications.  "Less  than  car- 
load" (L.  C.  L.)  rates  are  higher  than  "carload"  (C.  L.) 
rates. 

Goods  may  be  shipped  "P.  0.  B.  (free  on  board)  destina- 
tion," or  "P.  0.  B.  shipping  point."  In  the  former  instance 
the  seller  pays  the  freight  charges;  in  the  latter,  the  cus- 
tomer. 
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FREIGHT  CLASSIFICATION. 


First-Class  Rates  are  applicable  to  all  property  received  for  transportation  by  the  Companies 
parties  to  this  Classification,  unless  otherwise  hereinafter  provided. 

Second-Class  Rates  are  applicable  to  commodities  herein  classified  as  Second  Class  and  to 
all  articles  of  Food  and  Drink  except  as  hereinafter  otherwise  provided.  (See  Rule  17.) 

Third-Class  Rates  are  applicable  to  commodities  herein  classified  as  Third  Class. 

Pound  Rates:— This  term  is  used  to  indicate  that  the  charge  for  a  package  of  1 00  pounds  is 
to  be  multiplied  by  the  number  of  pounds  in  tha  shipment  and  the  product  so  obtained  divided  by 
100;  the  quotient  so  obtained  will  be  the  charge.  (See  Rule  1  (k). 


Explanation  of  Terms  and  Abbreviations  used 
in  this  Classification. 


1  stands  for  First-Class  Rate. 

2  stands  for  Second-Class  Rate. 

3  stands  for  Third-Class  Rate. 

Yv  of  1  stands  for  ^  of  First-Class  Rate. 
\Yi  t 1  stands  for  1H  times  First-Class  Rate. 

2  1 1  stands  for  2  times  First-Class  Rate. 
2^  1 1  stands  for  2^  times  First-Class  Rate. 

3  1 1  stands  for  3  times  First-Class  Rate. 

4  1 1  stands  for  4  times  First-Class  Rate. 

5  1 1  stands  for  5  times  First-Class  Rate. 
6 1 1  stands  for  6  times  First-Class  Rate. 
8  1 1  stands  for  8  times  First-Class  Rate. 


for 


14  Paintings,  Pastels  and  Pictures  ...... 

15  Shipments  of  Oil  Paintings,  Pastels 
or  Water  Colors,  with  a  declared 
value  of  $50.00  or  more,  must  not  be 
accepted  when  covered  with  glass 
unless  the  outer  surface  of  the  glass 
is  fully  protected  with  a  covering  of 
paper  or  cotton  cloth  pasted  on  the 
surface  of  the  glass. 

16  Must  be  in  wooden  boxes  and 
marked     "Paintings,"      "Pastels," 
"Pictures,"   "Oil   Paintings,"   etc., 
except  that  Pictures,  the  value  of 
which  does  not  exceed  $10.00  per 
package,  framed  or  mounted,  may  be 
accepted  when  packed  in  accordance 
with  Rule  18,  and  when  unframed 
and  unmounted  may  be  accepted  in 
pulp  or  fibreboard  rolls. 


Class 
1 


17 


A  shipment  of  paintings,  pastels  or 
pictures  valued  at  more  than  $550 
ust  be  accepted  only  upon  the  exe- 
ition  of  the  Uniform  Special  Con- 


cution 
tract. 


y2  of  2  stands  for  H  of  Second-Class  Rate. 
K.  D.  stands  for  Knocked  Down. 

N.O.S.  stands  for  Not  Otherwise  Specified. 

C.O.D.  stands    for    Collect    on    Delivery 
Account  of  Shipper. 

L.C.L.  stands  for  Less  than  Carload  Shipments. 
The  words  "Express  Company' '  or  "  Express 
Companies"  as  used  in  this  Classification  or 
tariffs  governed  thereby  mean  the  Railway 
Express  Agency,  Incorporated,  and/or  the 
Companies  shown  on  page  2  of  this  Classi- 
fication. 

P  Class 

23  Paper — Abrasive  (including  abrasive 

cloth  or  cloth  and  paper  combined) , 
Blotting,  Building,  Lithograph  (see 
Note),  Printing  (see  Note),  Show 
(see  Note)  or  Wrapping  (including 
paper  bags),  in  rolls  or  when  in 
bundles  wrapped  in  heavy  paper, 
securely  tied  with  strong  cord  or  with 
metal  tape  securely  fastened  with 
metal  fasteners,  may  be  accepted 

without  limit  as  to  weight 1 

NOTE— Coated  papers,  also  bond, 
ledger  and  writing  papers,  must  be 
boxed,  crated  or  trussed. 

24  Fibreboard,   Pulpboard   or   Straw- 

board,  plain  or  corrugated,  in  rolls 
or  when  in  bundles,  securely  tied, 
may  be  accepted  without  limit  as  to 
weight 1 

25  Fibre  Cord  or  Twisted  Paper  on 

Reels  wrapped  in  heavy  paper 
securely  tied  with  strong  cord  or 
with  metal  tape  may  be  accepted 
without  limit  as  to  weight 1 


Section  of  Express  Classification  Guide 


Business  Vocabulary 

Interstate  Commerce  Commission 


specimen 
tariff 
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ADDITIONAL  PROBLEMS  AND   SITUATIONS 

GROUP  I 

1.  On  five  shipments  sent  to  customers  at  terms  of  F.  0.  B. 
destination  the  private  truckman   of   Strong   &   Williams   paid 
freight  as  follows: 

No.  1 — 1  case,      150  Ibs.  rate  $1.20  per  C  Ibs. 

No.  2 — 2  cases,     125  Ibs.  each,  "       1.30  per  C  Ibs. 

No.  3-— 2  cases,    175  Ibs.  each  "       1.30  per  C  Ibs. 

No.  4—1  case,      125  Ibs.  "       1.20  per  C  Ibs. 

No.  5—1  case,      150  Ibs.  "       1.60  per  C  Ibs. 

The  cartage  charge  was  50tf  on  a  case. 

(a)  What  was  the  freight  charge  on  each  shipment? 

(b)  What  was  the  cartage  charge  on  all  five? 

(c)  What  was  the  total  freight  and  cartage  charge  on  all  five 
shipments  ? 

2.  The  shipping  department  of  Strong  &  Williams  sent  the 
following   goods   by   express   to   out-of-town   customers.     Using 
the  rates  given,  find  the  cost  of  shipping  in  each  case. 

Shipment  No.  1 — 2  cartons,  75,  85  Ibs.  respectively,  rate 

$2.00  per  C. 

No.  2 — 3  cartons,  90,  85,  75  Ibs.  respectively,  rate 

$1.50  per  C. 

No.  3 — 2  cartons,  110,  90  Ibs.  respectively,  rate 

$1.75  per  C. 

GROUP  II 

1.  Strong  &  Williams  of  New  York,  N.  Y.,  generally  ships  its 
goods  F.  0.  B.  destination.    In  a  shipment  to  Charles  Lambert, 
Kansas  City,  Kan.,  the  goods  are  destroyed  by  lightning.     In 
such  a  case  the  common  carrier  (the  railroad)  is  not  responsible. 
Why  should  the  loss  fall  on  Strong  &  Williams?  On  what  F.  0.  B. 
terms  can  Strong  &  Williams  sell  to  customers  in  order  to  have 
similar  losses  fall  on  the  latter? 

2.  (a)   In  each  case  decide  if  the  goods  are  sold  "F.  0.  B.  ship- 
ping point"  or  "F.  0.  B.  destination." 

Shipments  by  Grant  &  Harrison, 

75  Columbia  Ave.,  Los  Angeles,  Calif. 

(1)  To  Wallace  &  Bros.,  Detroit,  Mich.    The  freight  charges 
to  Detroit  are  prepaid  by  Grant  &  Harrison  and  charged  to  Wal- 
lace &  Bros. 

(2)  To  Ascot  Trading  Co.,  St.  Louis,  Mo.   The  freight  charges 
are  "collect." 
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(3)  To  Somers  &   Co.,   Salt  Lake   City,   Utah.    The   freight 
charges  are  paid  by  Grant  &  Harrison. 

(4)  To  Namm  &  Porter,  Austin,  Texas.    The  freight  charges 
are  paid  by  Namm  &  Porter  but  deducted  from  amount  due  to 
Grant  &  Harrison  for  the  shipment. 

(b)  Assume  that  in  each  of  the  four  shipments  losses  occur  in 
transit  (while  the  goods  are  being  transported)  for  which  the 
railroad  is  not  responsible.  On  whom  does  the  loss  fall  in  each 
instance? 

3.  In  a  shipment,  F.  0.  B.  destination,  goods  are  damaged  in 
transit  due  to  the  carelessness  of  an  employee  of  the  railroad. 
To  whom  will  the  railroad  make  good  the  loss?  Why? 

4.  The  shipping  department  of   Dumont  &  Barr,    56  State 
Street,  Chicago,  111.,  shipped  goods  by  freight  to  three  customers. 
The  weight,  rate,  and  cartage  charge  on  each  shipment  are  given 
in  the  following  summary: 

No.  CARTAGE 

ORDER    OF  PER 

No.    CASES            WEIGHT  FREIGHT  RATE  CASE 

398  3  120,  140,  150  Ibs.  $1.70  per  C  Ibs.  $.60 

399  4  150,  165,  145,  130  Ibs.  1.45  per  C  Ibs.  .55 
404       3  120,  125,  115  Ibs.  1.25  per  C  Ibs.  .50 

Orders  No.  398  and  No.  404  are  sent  "F.  0.  B.  destination"; 
order  No.  399,  "F.  O.  B.  shipping  point."  In  each  case  Dumont 
&  Barr  prepays  the  freight.  The  shipments  are  respectively  in- 
voiced as  follows:  $360.90,  $445.50,  $458.70. 

(a)  What  is  the  freight  charge  on  each  shipment  or  order? 

(b)  What  is  the  cartage  charge  on  each  shipment? 

(c)  For  how  much  will  each  customer  be  billed  on  his  order? 

5.  The  shipping  department  of  Travers  &  Travers,  Atlanta, 
Ga.,  sent  by  express,  prepaid,  three  shipments.   The  weights  and 
rates  are  given  as  follows: 

(a)  3  cartons  to  Richmond,  Va.;  w't  95,  85,  98  Ibs.;  rate  $1.25 
per  C  Ibs. 

(b)  4  cartons  to  Charleston,  S.  C.;  w't  110,  90,  85,  105  Ibs.; 
rate  $1.10  per  C  Ibs. 

(c)  2  cartons  to  Miami,  Fla.;  w't  120,  130  Ibs.;  rate  $1.15  per 
C  Ibs. 

(1)  What  is  the  total  express  charge  on  the  three  shipments? 

(2)  Why  does  this  firm  choose  to  send  most  of  its  shipments 
by  express? 

6.  The  L.  C.  L.  rate  from  St.  Paul,  Minn.,  to  Buffalo,  N.  Y.,  is 
$1.75,  while  the  C.  L.  rate  is  $1.40  per  100  Ibs.  How  much  will  be 
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saved  in  freight  charges  by  Shannon  Bros,  of  St.  Paul,  Minn.,  if 
they  "pool"  a  shipment  of  1250  Ibs.  to  Buffalo,  N.  Y.,  with  ship- 
ments of  other  firms  in  St.  Paul  to  the  same  city,  so  that  the  C.  L. 
rate  is  obtained  by  all? 


LESSON  6 

BILLS  OF  LADING,  UNIFORM  EXPRESS  RECEIPTS, 
AND  C.  O.  D.  FORMS 

When  goods  are  finally  ready  for  shipment,  certain  forms 
must  be  prepared  by  the  shipping  clerk.  What  are  these 
forms,  and  how  are  they  filled  out? 

Bills  of  Lading  and  the  Arrival  Notice 

In  making  freight  shipments  by  rail  or  steamer,  certain 
forms  are  required  to  be  filled  out  for  two  purposes:  (1)  to 
provide  the  railroad  or  steamship  company  with  certain 
necessary  facts  about  the  shipment,  (2)  to  secure  a  re- 
ceipted statement  from  the  transportation  company  to  the 
effect  that  a  certain  shipment  has  been  received  by  them  for 
transportation.  These  forms,  prepared  by  the  shipping 
clerk  prior  to  the  delivery  of  the  shipments  to  the  common 
carrier  (the  railroad  or  steamship  company) ,  are  known  as 
bills  of  lading. 

Bills  of  lading  are  generally  made  in  triplicate.  The 
original,  mailed  to  the  customer,  enables  him  to  anticipate 
the  arrival  of  the  shipment,  and  is  evidence  to  the  railroad 
company  that  certain  goods  in  its  depot  belong  to  him. 
However,  note  that  in  any  case  the  railroad  or  steamship 
company  mails  the  customer  an  arrival  notice,  which  serves 
(1)  as  a  notice  to  the  customer  (consignee)  that  goods 
shipped  to  him  by  the  seller  or  shipper  (consignor)  have 
arrived  at  the  freight  depot  or  pier,  and  (2)  as  written 
authority  to  the  customer  to  obtain  the  goods  from  the 
depot.  In  what  previous  lesson  were  these  facts  about  the 
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•THE  NEW  YORK  CENTRAL  RAILROAD  COMPANY 

RECEIVED,  subject  to  the  cl.ninr.ti.inl  and  tariffs  in  effect  on  the  date  of  the  receipt  by  the  carrier  of  the  property  described  in  the  Original  Bill 


THIS  SHIPPING  ORDER  m*VgS£S?££ly£ltl 

THE  NEW  YORK  CENTRAL  RAILROAD  COMPANY 

RECEIVE,  subject  to  the  classifications  and  tariffs  in  effect  on  the  date  of  the  issue  of  this  Shipping  Order, 


UNIFORM  STRAIGHT  BILL  OF  LADING 
ORIGINAL-NOT  NEGOTIABLE 

THE  NEW  YORK  CENTRAL  RAILROAD  COMPANY 


RECEIVED,  subject  to  the  < 


and  tariffs  in  effect  on  the  date  of  the  issue  of  this  BUI  of  Lading, 


n  possession  of  the  property  under  the  c 


ertv  over  all  or  any  portion  of  said  route  to  destination,  and  as  to  each  party  at  any  time  interested  in  all  or  any 
to  be  performed  hereunder  shall  be  subject  to  all  the  conditions  not  prohibited  by  law,  whether  printed  or  written, 
ditionson  back  hereof,  which  are  hereby  agreed  to  by  the  shipper  and  accepted  for  himself  andhis  assigns. 


s  meaning  any  person  or  cor- 
if  on  its  own  road  or  its  owa 

ier  of  all  or  any  of  said  prop- 
of said  property,  that  every  service 
herein  contained,  including  the  con- 


.      this  shipment  is  to  to 
delivered  to  the  consignee  with- 

the  consignor  shall  sign'the'fo^ 


l  no,  n-k.de- 

livery  of  this  shipment  without 
payment  of  freight  and  all  other 


Permanent  postofficc  address  of 


Uniform  Straight  Bill  of  Lading 
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arrival  notice  explained?  The  notice  of  arrival  mailed  to 
the  consignee  makes  it  unnecessary  for  him  to  have  a  copy 
of  the  bill  of  lading.  Therefore,  in  freight  shipments  made 
by  certain  railroad  and  steamship  lines,  the  "shipping 
order"  and  the  "memorandum"  are  the  only  forms  required. 
How  is  one  of  the  triplicate  forms  of  the  bill  of  lading,  re- 
quired by  other  lines,  dispensed  with? 

Straight  Bill  of  Lading 

For  the  shipment  by  freight  to  Watson,  Ryan  &  Gorton, 
the  shipping  clerk  of  Strong  &  Williams  makes  out  three 
copies  of  the  bill  of  lading.  These  three  copies  are  the 
original,  the  shipping  order,  and  the  memorandum.  They 
are  shown  on  page  295.  The  original,  a  request  for  which  has 
been  made  by  Watson,  Ryan  &  Gorton,  is  signed  by  the 
shipper  and  the  freight  agent  and  mailed  by  Strong  &  Wil- 
liams, the  consignor,  to  the  consignee,  Watson,  Ryan  & 
Gorton.  The  shipping  order,  signed  by  Strong  &  Williams, 
the  shipper,  is  turned  over  to  the  freight  agent.  The  memo- 
randum,  signed  by  the  freight  agent  and  by  the  shipper, 
is  returned  to  the  shipping  department  of  Strong  &  Wil- 
liams by  its  private  truckman  after  he  has  carted  the  goods 
to  the  freight  depot.  Since  the  bill  of  lading  is  made  to 
Watson,  Ryan  &  Gorton,  it  cannot  be  transferred  to  another 
person  or  firm.  This  type  of  bill  of  lading  is  called  the 
straight  bill  of  lading. 

Order  Bills  of  Lading  and  Sight  Drafts  Attached 

Problem  1.  A  traveling  salesman  of  Strong  &  Williams  sends 
in  an  order  from  a  new  customer,  James  Stewart  &  Co.,  in  Buffalo, 
N.  Y.  It  is  agreed  with  the  customer  that  the  shipment  is  to  be 
made  by  freight,  charges  prepaid,  and  the  invoice  amount  is  to  be 
paid  when  the  goods  are  received  by  him.  What  shipping  forms  and 
business  papers  must  be  prepared  when  the  goods  are  ready  for 
shipment? 

James  Stewart  &  Co.  will  not  be  able  to  secure  the  ship- 
ment without  the  original  copy  of  the  bill  of  lading.  At  the 
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lmiUri»,  M.«k  IS,  !»«,.,  ....4.4  A,p.l  1.  1H«) 


<Ui.-.r.  D...,li<  Orjw  Bill  rf  U*«.  .<.,..<  k,  C«ri«,  i.  OfciJ.  S..tl.r,  uj  W«Um 

THJSMEMORANDUM  u- 


THE  NEW  YORK  CENTRAL  RAILROAD  COMPANY 


<Dnif.m  B.««k  Orte  B,n  W  U*M.  Uo,u4  k,  C«*n  b  McH  5-lW™  ^1  W«to.  CludtcM..  tmibri*  fcr«k  I! 

THIS  SHIPPING  ORDER  »»• "« "^StafliT-^wKS  &^A>.lSr>dI-  "  ta 


(U^.mD^.b«0,4«iaiWlU^.Uo^kTC^i^bOtdAS-d^^W^™CU«it»ti«t^i^«,M.railim,U«-4WAw-l.l»J.) 

UNIFORM  ORDER  BILL  OF  LADING 


ORIGINAL  i^.. 

THE  NEW  YORK  CENTRAL  RAILROAD  COMPANY 


ORDER  of  _ 

-4R^/JL 


DtSCHPTION  OF  AKTKLEi,  SPECIAL  MAMS  AW)  EXCETTIONS 


i'V(l«~tow 


rite  or  stamp  here.   "To  be 


-^fff-'^-fy^f^f^f^a^^r 
—  ,~T—\^ 


CbirfM 
$ 


Perm»n«nl  postoffic*  »tfdres«  o«  ! 


.v:    AT.     F.    Central 

Uniform  Order  Bill  of  Lading 
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same  time  Strong  &  Williams  must  have  some  means  of 
receiving  payment  for  the  goods  before  the  bill  of  lading 
is  given  to  James  Stewart  &  Co.  The  general  practice  is 
to  have  a  bank  make  collection  for  the  goods  and  then  turn 


NEW  YORK.         f/f^^S;^ 

~~     ~  P*V  TO   THE 


ACCOUNT  OF 


AkUE  RECEIVED  AND  CHARGE  THE  SAME  TO  , 

o  \^^-W4£l^^t<^  _  J  ^ 


TO 

^r 


Sight  Draft  Accompanying  Order  Bill  of  Lading 

over  the  original  bill  of  lading  to  the  buyer.  To  accomplish 
this  the  following  forms  are  made  out  and  given  to  Strong 
&  Williams'  bank : 

1.  An  order  bill  of  lading  (the  original) . 

2.  A  sight  draft. 

The  order  bill  of  lading  is  made  out  to  the  order  of  the 
Empire  State  Bank — the  bank  of  Strong  &  Williams — and 
prepared  in  triplicate,  as  was  done  with  the  straight  bill  of 
lading.  The  sight  draft  is  a  written  demand  by  Strong  & 
Williams  on  James  Stewart  &  Co.  to  pay  to  the  order  of  the 
Empire  State  Bank  $356,  the  invoice  cost  of  the  goods 
shipped  to  them.  On  pages  297,  298  are  copies  of  the  order 
bill  of  lading  in  triplicate,  and  the  sight  draft. 

The  three  copies  of  the  order  bill  of  lading  are  disposed 
of  thus :  the  shipping  order  remains  with  the  common  car- 
rier (the  railroad  in  this  case),  the  memorandum  goes  to 
Strong  &  Williams,  and  the  original  is  turned  over  together 
with  the  sight  draft  to  the  Empire  State  Bank.  The  Empire 
State  Bank  endorses  both  the  order  bill  of  lading  and  the 
sight  draft  to  the  order  of  the  Traders'  Bank  of  Buffalo, 
and  transfers  both  to  the  latter  by  mail.  The  endorsements 
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are  shown  in  the  illustrations  on  this  page. 

The  Traders'  Bank 
of  Buffalo  will  notify 
Stewart  &  Co.  that  as 
soon  as  it  pays  the  sight 
draft  drawn  on  it  by 
Strong  &  Williams  it 
will  receive  the  order 
bill  of  lading.  Upon 
making  payment,  Stew- 
art &  Co.  receives  the 
order  bill  of  lading 
from  the  Traders' 
Bank.  Using  this  as  its 
authority,  it  is  able  to 
obtain  the  goods  from 
the  freight  station  at  Endorsement  on  Order  Bill  of  Lading 
Buffalo  when  the  shipment  arrives.  The  Traders'  Bank 
of  Buffalo  will  send  a  check  to  the  Empire  State  Bank 


Endorsement  on  Sight  Draft 
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Steps  in  Handling  An  Order  Bill  of  Lading  with 
Sight  Draft  Attached 
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of  New  York  City.  The  latter  will  add  (credit)  the  amount, 
less  a  service  charge  (a  collection  charge),  to  the  account 
of  Strong  &  Williams. 

On  page  300  is  a  diagram  to  show  you  in  pictorial  form 
the  steps  in  handling  an  order  bill  of  lading  with  sight  draft 
attached. 

An  order  bill  of  lading  may  be  received  by  a  regular  cus- 
tomer of  Strong  &  Williams  without  a  sight  draft  requiring 
payment.  This  is  done  to  permit  the  transfer  of  the  order 
bill  of  lading  by  the  customer  to  a  third  party,  who  will  be 
authorized  to  receive  the  goods  at  the  freight  station  upon 
arrival. 


RAILWAY  EXJPRESS  AOENCV 


ourucMt  (rm  ,o«> !     FROM  NEW  YORK,  N.  Y. 

•  .IF...  »MU1  KM  in  PREPAID  RECEIPT  NUMBER 

attttu;    LW    23-75 1  PREPAID     N?^  13-751 


New  York,  N.  Y. 

Received  fro 


A3 


_         Da/c. 


Arr/c/e 


Consigned  to  ^Y?  <?-f>-rf^ 


*£^£fcj__ 


'Weight  2S7*# 


Courtesy:    Railway    Express    Agency 

Duplicate  Copy  of  Uniform  Express  Receipt,  Prepaid 

Uniform  Express  Receipts 

Before  turning  over  the  goods  to  the  Railway  Express 
Agency,  Inc.,  for  shipment  to  Cook  &  Co.  (Lesson  3  of  this 
unit),  the  shipping  clerk  of  Strong  &  Williams  prepares  two 
copies  of  the  Uniform  Express  Receipt,  Prepaid.  This  form 
is  shown  in  the  illustration  above.  Why  does  the  clerk  fill 
out  a  "Prepaid"  blank?  Both  copies  of  the  Express  Receipt 
are  signed  by  the  agent  of  the  common  carrier,  the  Railway 
Express  Agency,  Inc.  The  duplicate  goes  to  the  agent  while 
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the  original  remains  with  the  shipping  clerk  of  Strong  & 
Williams.  Why  is  it  not  necessary  for  the  customer  to  ob- 
tain a  copy  of  the  Uniform  Express  Receipt?  Notice  a  sort 
of  stub  record  to  the  right  of  the  duplicate  copy  in  the 
illustration  on  page  301.  This  stub  is  gummed  on  the  back 
and  is  attached  to  the  receipt.  It  can  be  detached  along  the 
perforations  and  pasted  on  the  carton. 


3«r« 

New  York,  N.  Y. 

Received  from 

Address. 

Article 


COLLECT 


Date 


Consigned  to. 

A*—Z 


FROM  NEW  YORK,  N.  Y. 

COLLECT  RECEIPT  NUMBER 


NON-NEGOTIABLE 

New  York,  N.  Y. 

Received  from 
Address A 


COLLECT 


FROM  NEW  YORK,  N.  Y. 


/O 


NOTE 


The  Company  wUl  not  pay 
over  $50,  in  case  of  lots,  or 
50  cents  per  pound,  actual 
weight,  for  any  shipment  in 
excess  of  100  pounds,  unless 
a  greater  value  is  declared 
and  charges  (or  such  greater 
vakepaid, 


Courtesy:    Railway    Express   Agency 

Uniform  Express  Receipt,  Collect 

For  goods  to  be  shipped  to  Thomas  Gorman,  Fall  River, 
Mass.,  the  shipping  clerk  of  Strong  &  Williams  makes  two 
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copies  of  a  "Uniform  Express  Receipt,  Collect."  The  illus- 
trations on  page  302  show  you  how  both  of  these  copies  are 
made  out.  Who  will  pay  the  express  charge? 

Summary 

A  bill  of  lading  is  a  written  authority  from  the  shipper 
(consignor)  to  the  customer  (consignee)  to  secure  goods, 
shipped  by  freight,  from  the  depot  of  destination  upon 
arrival.  Bills  of  lading  are  either  straight  bills  of  lading  or 
order  bills  of  lading.  The  latter,  only,  can  be  transferred 
by  one  party  to  another.  Bills  of  lading,  made  in  triplicate, 
signed  by  both  the  shipper  and  the  freight  agent,  are  han- 
dled thus :  1.  the  original  is  mailed  to  the  buyer  or  customer ; 

2.  the  memorandum  remains  with  the  seller  or  shipper; 

3.  the  shipping  order  is  taken  by  the  freight  agent.   Some 
railroads    require   the   memorandum   and   shipping    order 
only,  the  arrival  notice  to  the  consignee  serving  as  the 
original.    Uniform  Express  Receipts,  Prepaid  or  Collect, 
in  duplicate,  are  made  for  express  shipments ;  one  copy  goes 
to  the  shipper,  and  one  to  the  express  company. 

Business  Vocabulary 

prior  bills  of  lading  memorandum 

common  carrier          straight 

ADDITIONAL   PROBLEMS   AND   SITUATIONS 
GROUP  I 

1.  In  each  of  the  following  shipments   freight  charges   are 
"prepaid"  by  Strong  &  Williams.   Find  the  amount  paid  on  each. 

No.  of 
Cases 

Place   of  in  Freight 

Consignee  Destination        Shipment        Weight          Rate 

Graham  &  Rice,  Pittsburg,  Pa.  2         150  Ibs.  each         $1.50 

Hawthorne  &  Co.,  Boston,  Mass.         2         140,  160  Ibs.  1.20 

2.  Strong  &  Williams'  shipping  clerk  prepared  uniform  ex- 
press   receipts,    "collect,"    for    three    shipments.     What    is    the 
express  charge  paid  by  the  customer  on  each  shipment? 
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No.  of 
Cartons 

in  Ship-  Express 

Customer  Address         ment         Weight          Rate 

Andrews  &  Co.,     1509  Elm  St., 

Albany,  N.  Y.  2     90,  60  Ibs.  $1.90 

R.  Brooks,  388  Grand  Ave., 

Philadelphia,  Pa.       3     80,  90,  80  Ibs.          1.80 
The  Woods  Co.,     159  George  St., 

New  Haven,  Conn.    4     70,  80,  80,  70  Ibs.    1.75 

GROUP  II 

1.  Bills  of  lading  are  signed  by  the  shipper  and  the  freight 
agent.   What  legal  protection  does  this  give  each  of  the  parties? 

2.  What  are  the  words  on  an  order  bill  of  lading  that  make 
it  transferable  from  one  party  to  another?   What  right  is  given 
to  the  consignee  which  he  does  not  possess  by  a  straight  bill  of 
lading? 

3.  In  the  illustrations  of  the  uniform  express  receipts  on  page 
302,  you  observe  the  word,  "non-negotiable."    What  is  the  effect 
of  this  word?    Why  is  it  advisable  for  the  express  company  to 
make  the  receipt  non-negotiable? 

4.  Prepare  bills   of  lading  in   triplicate    (using  carbon  pa- 
per) for  the  freight  shipments  sent  by  Dumont  &  Barr,  56  State 
Street,  Chicago,  111.,  as  indicated  in  the  following: 

No.  of  Freight 

Name    and    Address    of    Consignee     Pkgs.  Description         Weight  Class  Charge 

(a)  Thomas  Ashton  &  Co., 

1508  Hill  St.,  St.  Louis,  Mo.  2  Cases  Crockery    330  Ibs.  2  $5.61 

(b)  A.  Hammond  Co., 
99  Jefferson  PL, 

Denver,  Colo.  1  Case  Crockery     180  Ibs.  2     3.96 

(c)  Crosby  &  Benton 
1284  Superior  St., 

Cleveland,  Ohio  2  Cases  Crockery  370  Ibs.  2     4.44 

Note  that  (a)  is  a  straight  bill  of  lading,  and  (b)  and  (c)  are 
order  bills  of  lading. 

5.  Travers  &  Travers,  1909  Bay  Street,  Atlanta,  Ga.,  sent  two 
shipments  by  express,  the  first  "prepaid,"  and  the  second,  "col- 
lect."   Prepare  the  uniform  express  receipts  from  following  in- 
formation : 

(1)   Consigned    to    Dallas,    Long    &    Co.,   159    Palmetto    St., 
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Charleston,  S.  C.:  2  pkgs.,  weight  90  Ibs.;  declared  value,  $125.00; 
express  charge,  $2.15. 

(2)  Consigned  to  Towers  Company,  1208  Market  Street,  Bal- 
timore, Md.:  3  pkgs.;  weight  180  Ibs.;  declared  value  $225.00;  ex- 
press charge  $4.75. 

6.  Five  orders  were  shipped  express  by  the  shipping  depart- 
ment of  Travers  &  Travers,  Atlanta,  Ga.  The  following  summary 
shows  what  each  express  receipt  contained: 

No.  of 
Sales    Type  of  Cartons 


Order  Express 
No.     Receipt 
456     ^Prepaid 
462       Collect 
463       Prepaid 
464       Collect 
468     ^Prepaid 

or 
Pkgs. 
3 
4 
2 
3 
4 

Weights 
75,    85,    80   Ibs. 

95,  98,  96,  97  Ibs. 
108,   102  Ibs. 

86,  86,  88  Ibs. 

96,  88,  90,  89  Ibs. 


Express 

Rate 

$1.95 

1.70 

1.80 

1.40 

1.65 


Invoice 
Amount 
$345.50 
509.80 
312.90 
246.50 
478.25 


*  Customer  reimbursed  Travers  &  Travers  for  express  charges 
by  including  them  in  his  payment  of  invoice. 

(a)  What  is  the  express  charge  on  each  order? 

(b)  Who  pays  the  express  company  for  the  express  charge  in 
each  instance? 

(c)  How  much  does  each  customer  pay  Travers  &  Travers  for 
the  shipment? 


LESSON  7 
SPECIAL  PROBLEMS  IN  SHIPPING  GOODS 

Before  we  leave  the  subject  of  shipping,  there  are  several 
special  problems,  arising  in  the  shipping  departments  of 
wholesale  concerns  and  of  retail  concerns  as  well,  which 
need  explanation. 

C.  O.  D.  Shipments  by  Express  and  by  Parcel  Post 

Problem  1.  Strong  &  Williams  receives  an  order  from  John 
Cummings,  a  new  customer,  a+  209  Wilson  Ave.,  Baltimore,  Md.  The 
order  amounts  to  $75  and  is  to  be  sent  C.  O.  D.  express  collect,  as 
agreed  upon  with  John  Cummings.  How  does  Strong  &  Williams  ar- 
range for  the  collection  of  the  $75  before  the  package  is  delivered? 
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The  amount  collected        $76.17 
Less  the  express  charges      1.17 

Mailed  in  a  C.O.D.  enve-  $75.00 
lopetoS.&W.inthe 
form  of  an  Express 
Money  Order. 


SELLER 


Strong  anc 

Williams 

NYC 


The  amount  collected      $75.00 
Express  charges  25  Ibs.  .67 
Charge  for  collecting 

($60475)  and  remit- 

ting  .50      1.17 

Total  charges  plus  C.O.D.  $76.17 


Railway  j 
Express    | 


ANTcey  I 


Railway 
Express 
Agency 
Baltimore, 
Md. 


Buyer 


JohnCummmgs 
Baltimore,  Md. 

Notice  of 
arrival  of 


S.  &  W.  mails  an  itemized  bill  to 
John  Cummings  and  also  en- 
closes a  copy  of  the  bill  in  this 
Express  C.  O.  D.  envelope. 


If  the  goods  are  refused  or  can- 
not be  delivered  within  a  reason- 
able time,  S.  &  W.  are  notified 
by  the  Express  Co. 


Route  of  a  C.  0.  D.  Express  Shipment 

The  shipping  clerk  of  Strong  &  Williams  notifies  the 
Railway  Express  Agency,  Inc.,  to  call  for  the  package  of 
goods.  The  agent  of  the  company,  one  of  its  drivers,  fills 
out  the  two  copies  of  the  Uniform  Express  Receipt  Collect 
form.  Both  the  agent  and  the  shipping  clerk  sign  for  their 
companies.  (The  illustration  on  page  302  shows  a  typical 
express  receipt,  on  which  you  will  note  the  amount  of  the 
express  charges  and  the  C.  0.  D.  amount.) 

When  the  goods  reach  the  address  of  John  Cummings,  the 
driver  of  the  Railway  Express  Agency,  Inc.,  at  Balti- 
more, making  the  delivery,  collects  from  John  Cummings 
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the  amount  of  the  invoice  and  the  express  charges.  Later, 
Strong  &  Williams  receives  $75  from  the  Railway  Express 
Agency,  Inc.  This  type  of  shipment  is  called  a  C.  O.  D. 
Express  Shipment.  (See  page  306  for  the  Route  of  a 
C.  0.  D.  Express  Shipment.) 

C.  0.  D.  shipments  by  parcel  post  already  have  been 
described  in  Unit  4,  Lesson  5. 

The  Shipment  Record 

Problem  2.  Strong  &  Williams  finds  it  more  and  more  difficult 
to  keep  track  of  outgoing  shipments.  The  shipping  department  spends 
too  much  time  in  tracing  the  movements  of  shipments  on  their  way 
to  customers.  What  is  done  to  overcome  this  difficulty? 

The  shipping  department  decides  to  use  a  shipment 
record  which  will  show  in  detail  the  shipments  made  each 
day,  the  method  of  shipment,  etc.  On  pages  308,  309  is  a 
copy  of  the  shipment  record  for  Apr.  13,  193-.  This  record 
shows  the  following  facts  concerning  each  shipment : 

(1)  The  order  number;  (2)  the  date  of  shipment;  (3) 
the  customer's  or  consignee's  name  and  address;  (4)  the 
contents  of  the  shipment:  number  of  cases,  cartons,  etc.; 
(5)  the  weight  of  the  shipment;  (6)  the  method  of  shipping 
used,  and  the  charges;  (7)  prepaid,  collect  or  C.  0.  D.; 
(8)  remarks:  insured,  special  handling,  etc. 

From  this  record  the  shipping  department  is  •  able  to 
ascertain  at  a  glance  any  information  required  about  a 
shipment.  It  can  also  follow  up  accurately  the  course  of 
the  shipment  and  determine  its  expected  arrival  at  destina- 
tion. 

Insuring  Goods  in  Transit 

The  insuring  of  packages  sent  by  parcel  post  has  been 
treated  in  Unit  4,  Lesson  5,  in  connection  with  the  mail- 
ing activity.  The  shipping  department  follows  the  same 
procedure  that  we  saw  the  mailing  department  carry  out. 

Packages,  cases,  etc.,  transported  by  freight,  express,  or 
airplane  may  be  insured  against  loss  in  transportation  by 
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the  payment  of  an  insurance  fee  to  the  common  carrier. 
Frequently  the  common  carrier  guarantees  against  loss  up 
to  a  certain  amount  without  charge,  provided  it  has  a  legal 
obligation  to  do  so.  An  insurance  fee  is  required  for  any 
value  beyond  the  maximum.  Some  shippers  choose  to  cover 
their  shipments  with  insurance  obtained  from  insurance 


The  Shipment  Record 

companies  which  guarantees  the  shipper  against  loss  due 
to  his  own  negligence,  or  to  what  are  called  "acts  of  God," 
such  as  storms,  lightning,  etc.  Some  firms  carry  blanket 
insurance  policies  that  cover  all  their  shipments  against 
loss  in  transportation,  including  any  goods  delivered  in  the 
firm's  own  trucks. 

Claims  for  Goods  Damaged  in  Transit 

Problem  3.  Strong  &  Williams  receives  word  from  Charles 
Judson,  a  customer  in  Albany,  N.  Y.,  that  a  case  of  goods  which 
was  shipped  to  him  by  freight  has  been  received  in  a  damaged  con- 
dition, and  some  of  the  merchandise  is  spoiled.  The  receiving  clerk 
of  Charles  Judson  has  followed  the  same  procedure  as  described 
for  the  receiving  clerk  of  Strong  &  Williams  in  Unit  7,  Lesson  3, 
and  by  means  of  a  rubber  stamp  has  shown  on  the  Arrival  Notice 
that  the  case  was  damaged  when  received.  Charles  Judson  requests 
a  credit  of  $6.50  for  the  spoiled  merchandise.  What  action  is  taken 
by  Strong  &  Williams  to  locate  the  responsibility  and  to  collect  for 
damages,  if  possible? 

1.  The  shipping  clerk  employed  by  Strong  &  Williams 
is  questioned.  He  remembers  that  the  goods  had  been  care- 
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fully  packed  in  a  new  case,  and  that  the  case  had  been 
securely  nailed  and  wired. 

2.  The  private  truckman  who  carted  the  case  to  the 
freight  depot  in  New  York,  N.  Y.,  states  that  the  case  had 
been  delivered  in  good  condition,  and  accepted  as  such  by 
the  freight  agent. 


No. 

CASES 
CTNS.  PK6S 


CONTENTS 


HOW. 
SHIPPED 


CHARGES 


PRE-PD. 

COLLECT 

C.O.D. 


ga&Samfl 


The  Shipment  Record  (Completed) 

3.  Apparently,   then,   the   case  had   been   damaged   in 
transit;  i.  e.,  while  it  was  on  its  way  from  New  York  to 
Albany  on  the  railroad. 

4.  Strong  &  Williams  sends  in  a  claim  to  the  railroad 
company  for  damage  due  to  faulty  transportation. 

5.  After  careful  investigation,  the  claim  department  of 
the  railroad  admits  that  the  loss  had  been  caused  by  the 
careless  handling  of  some  agent  or  employee  of  the  railroad, 
and  approves  the  claim  for  payment. 

6.  Strong  &  Williams  is  paid  by  the  railroad  for  the 
loss  sustained.   Whose  account  is  credited  on  the  books  of 
Strong  &  Williams  for  the  amount  of  the  damage? 

Waybills 

Goods  shipped  to  distant  points  may  be  transported  on 
two  or  more  connecting  railroads.  Waybills,  similar  to 
the  illustration  on  page  310,  are  made  out  by  the  first  com- 
mon carrier  to  indicate  the  transfer  of  a  shipment  from  one 
railroad  to  another.  These  waybills  accompany  the  ship- 
ment in  transit.  In  such  cases,  the  forwarding  railroads 
are  respectively  liable  for  losses  to  goods  in  their  possession. 
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Courtesy:   N.    Y.    Central  R.R. 

Freight  Waybill 


C.  0.  D.  shipments  can  be  made  by  parcel  post  and  ex- 
press, for  which  service  a  fee  is  charged.  A  shipment 
record  gives  details  concerning  all  shipments  made.  Goods 
sent  by  parcel  post,  freight,  express,  and  airplane  can  be 
insured  against  loss  in  transit  by  payment  of  a  fee.  Blanket 
insurance  policies  also  cover  any  losses  sustained  in  ship- 
ping. Claims  for  damages  due  to  faulty  transportation 
can  be  made  by  shippers  against  common  carriers.  Way- 
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bills  are  used  when  goods  are  shipped  by  way  of  two  or 
more  connecting  railroads. 

Business  Vocabulary 

blanket  possession  transit 

accompany  transferred 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  Using  the  parcel-post  insurance  table  on  page  104,  find  the 
cost  of  insuring  each  of  five  packages  for  the  following  amounts : 
(a)  $4.75,  (b)  $15,  (c)  $2.50,  (d)  $6.00,  (e)  $75. 

2.  What  is  the  amount  received  by  the  postal  authorities  on 
each  of  the  following  C.  0.  D.  shipments,  charges  collect:    (a) 
$8.50,   (b)   $165,   (c)   $18.60,   (d)   $25,   (e)   $109.10?     (Table  of 
C.  0.  D.  charges  is  on  page  106.) 

3.  Strong  &  Williams  allows  credit  to  three  customers  for 
goods  damaged  in  transit.    Find  the  net  amount  due  from  each. 

Robt.  Amend  &  S.W. 

Customer                            Fraser  Porter  Devoe 

Amt.    of    invoice                   $356.89  $295.00  $176.25 

Amt.  of  credit                            28.00  17.50  9.70 

GROUP  II 

1.  The    railroad    company    receiving    a    shipment    states    in 
its  agreement  with  the  shipper  (on  the  bill  of  lading)  that  it  is 
not  responsible  for  damages  beyond  its  lines.   How  is  the  shipper 
protected  if  goods  are  forwarded  by  a  second  railroad? 

2.  A  common  carrier  is  not  responsible  for  loss  caused  by  an 
"act  of  God";  i.e.  by  storm,  flood,  lightning,  etc.    Why  does  the 
law  relieve  the  railroad  of  liability  in  such  cases? 

3.  Damage  is  caused  to  a  case  of  goods  while  being  shipped 
by  a  steamship  company.   The  steamship  company  proves  that  the 
shipper  packed  the  goods  carelessly.    The  shipper  sues  for  dam- 
ages.  Who  will  win?   Why? 

4.  (a)   During  a  year,  the  firm  of  Pomeroy  and  Stanton  cred- 
its customers  to  the  amount  of  $16,271.50  for  goods  damaged 
in  transit.    Their  sales  for  the  year  amounted  to  $650,860.    The 
allowances  for  damaged  goods  are  what  per  cent  of  their  sales? 

(b)  Pomeroy  and  Stanton  were  able  to  collect  from  common 
carriers  38%  of  the  claims  made  by  customers.  What  amount 
did  they  collect?  What  per  cent  of  the  losses  was  uncollected? 


UNIT  XI 
BILLING 

LESSON  1 

THE  INVOICE  AND  ITS  PREPARATION: 
THE  BILL  BOOK 

Problem  1.  The  goods  ordered  on  April  9,  193-  by  Walter 
Stone  (see  Lesson  I,  Unit  9)  are  shipped  to  him  via  parcel  post 
by  the  shipping  clerk  of  Strong  &  Williams.  Walter  Stone  is  now  to 
be  informed  as  to  (I)  what  goods  are  being  shipped  to  him;  (2)  how 
much  the  goods  will  cost;  (3)  when  and  how  the  goods  are  being 
shipped;  and  (4)  other  facts  relating  to  his  order.  How  is  all  this 
information  prepared  and  presented  to  the  customer? 

The  form  on  which  Strong  &  Williams,  and  other  trading 
concerns,  give  customers  the  information  mentioned  in  the 
above  paragraph,  is  called  an  invoice,  or,  by  some,  a  bill. 
Invoices  are  prepared  in  the  billing  department  by  clerks 
who  are  known  as  billing  clerks. 

Before  preparing  the  invoice  to  be  sent  Walter  Stone,  or 
to  any  other  customer,  these  three  questions  must  be  con- 
sidered : 

1.  How  does  the  billing  clerk  know  that  an  invoice  should 
be  prepared? 

2.  Where  is  the  information  to  be  included  in  the  invoice 
obtained  ? 

3.  How  is  the  invoice  prepared? 

Notifying  the  Billing  Clerk  to  Prepare  the  Invoice 

Consulting  the  "Route  of  a  Sales  Transaction"  chart 
shown  on  page  209,  we  observe  that  copies  No.  1  and  No.  2 
of  the  sales  order  prepared  by  the  order  clerk  in  the  sales 
department  are  sent  to  the  stock  department  after  the  order 
has  been  approved  by  the  credit  manager.  Approval  by  the 
credit  manager  gives  the  stock  clerk  the  authority  to  fill  the 
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order  and  to  send  the  goods,  along  with  the  two  copies  of 
the  sales  order,  to  the  shipping  department.  After  the  order 
has  been  filled,  copy  No.  2  is  sent  to  the  billing  department 
by  the  shipping  clerk.  What  does  the  receipt  of  copy  No.  2 
of  the  sales  order  mean  to  the  billing  clerk?  Why  should 
the  billing  clerk  look  for  the  shipping  clerk's  "0.  K.,"  or 
signature,  on  the  sales  order  copy? 

Obtaining  the  Information  to  Be  Included  in  the  Invoice 

It  is  obvious  that  the  copy  of  the  sales  order  slip,  illus- 
trated on  page  236,  will  give  the  billing  clerk  most  of  the 
facts,  if  not  all,  necessary  to  prepare  the  invoice  to  be 
mailed  to  Walter  Stone. 

But  before  we  fill  out  this  invoice,  let  us  stop  to  examine 
the  items  printed  on  this  form,  page  315,  and  try  to  discover 
the  reason  for  each.  A  quick  reading  indicates  that  most 
of  the  items  required  on  the  invoice  blank  are  the  same  as 
those  on  the  sales  order,  copy  No.  2.  A  closer  comparison 
however  discloses  the  following : 

Items  Appearing  on  the  Items  to  Be  Included  in  the 

Sales  Order  Slip  Sales  Invoice 

1 1.  Invoice  number. 

2.  Date  of  order.  2.  Date  of  invoice — date 

merchandise  was  shipped. 

3.  Sales  order  number.  3.  Our  order  number. 

4.  Customer's  purchase  4.  Customer's  purchase 
order  number.  order  number. 

5.  Customer's  name  and  5.  Customer's  name  and 
address.  address. 

6.  Terms  of  credit.  6.  Terms  of  credit.    (May  be 

changed  by  Credit  Dept. 
Why?) 

7.  Ship  via  ....  7.  Ship  via  ....  (method  of 

shipment  used). 
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8.  Quantities  and  descrip-       8.  Quantities  and  descrip- 
tions of  items  ordered.  tions  of  items  shipped. 

(Some  items  on  sales 
order  slip  may  have  been 
crossed  out.  Why?) 

9.  Unit  price  of  each  item.     9.  Unit  price  of  each  item. 
10 10.  Extensions   (unit  price  x 

quantity) . 
11 11.  Total  cost  of  all  items. 

12.  When  to  ship.  12.    (See  item  1.) 

13.  Name  of  salesman.  13 (Why  a  blank 

space?) 

Note  that  the  invoice  form  is  divided  into  an  upper 
and  a  lower  part,  and  that  items  one  to  seven  (inclusive), 
and  item  thirteen  will  appear  in  the  upper  part  of  the  sales 
invoice  and  items  eight,  nine,  ten,  and  eleven  in  ruled  col- 
umns in  the  lower  part. 

The  Preparation  of  the  Invoice  and  the  Information  Contained 
in  It 

The  billing  clerk  prepares  the  invoices,  using  the  data 
found  on  the  sales  order  and  supplying  any  other  informa- 
tion not  found  there.  Examining  the  prepared  invoice 
shown  on  page  315,  we  note  the  following  facts : 

1.  The  invoice  is  typewritten. 

2.  The  date,  April  9,  19 3-,  is  the  date  of  shipment,  as 
noted  by  the  stock  clerk  on  the  sales  order. 

3.  The  number  758  typed  after  Invoice  Number  is  the 
next  consecutive  invoice  number. 

4.  The  space  after  Customer's  order  number  is  blank. 
(Walter  Stone  has  telephoned  his  order  on  the  same  day  the 
invoice  is  prepared.    His  purchase  order  number  is  not 
known  until  later,  when  a  written  confirmation  of  his  order 
arrives.   Some  customers  insist  that  their  purchase  order 
numbers  be  placed  on  all  invoices  sent  to  them.) 
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5.  The  name  and  address  of  the  customer,  Walter  Stone, 
254  West  18th  Street,  Brooklyn,  N.  Y.,  are  typed  after  the 
printed  words,  Sold  To. 

6.  n/30,  typed  in  the  space  after  Terms,  are  the  usual 
credit  terms  given  to  Walter  Stone. 


STRONG  &  WILLIAMS 

Wholesale  Stationers 

158  FULTON  STREET 

NEW  YORK,  N.  Y. 
Our  Order  No.    254                                                                                         Invoice  No.    758 
Customer's  Order  No.                                                                                         Date  April  9,    193- 

Sold  to     Walter  Stone 
254  West  18th  Street 
Brooklyn,  New  York 

Terms  n/30                                                                     ship  via  Parcel  Post 

QUANTITY 

DESCRIPTION 

UNIT  PRICE 

AMOUNT 

2  gross 

#188  Stenographers'  Notebooks 

7 

50 

15 

00 

1      " 

#190  Memorandum  Books 

9 

75 

3  doz. 

#350  Date  Stamps 

3 

10 

9 

30 

34 

05 

The  Invoice  Form 

7.  Parcel  Post  in  the  space  after  Ship  Via  tells  Walter 
Stone  how  the  goods  are  being  sent. 

8.  The  quantities,  description,  and  unit  prices  are  ob- 
tained from  the  sales  order  slip. 

9.  The  extensions  and  total  are  calculated  by  the  billing 
clerk. 

10.  There  are  two  copies  of  the  invoice,  the  original  and 
the  duplicate. 

The  original  copy  of  the  invoice  is  mailed  to  the  customer, 
Walter  Stone;  and  the  duplicate  is  filed  numerically  in  a 
special  invoice  binder  in  the  billing  department.  This  binder 
file  is  a  daily  record  of  orders  filled  and  is  used  by  some 


316   OUR   DAILY  CONTACTS  WITH   BUSINESS 

concerns  as  the  basis  of  a  bookkeeping  record  known  as  a 
Sales  Register. 

Invoice  forms  vary  in  different  business  organizations. 
Smaller  concerns  use  simpler  forms  than  the  one  illustrated 
in  this  lesson;  while  larger  concerns  employ  even  more  de- 
tailed forms.  The  latter  include  such  statements  as,  "Prices 
subject  to  change  without  notice,"  "No  returns  accepted  or 
claims  allowed  more  than  five  days  after  receipt  of  ship- 
ment," "Case  no.,"  "Package  no.,"  etc.  What  reasons  do 
you  see  for  placing  these  additional  memoranda  on  the 
invoice? 

The  Bill  Book 

Another  method  of  keeping  a  record  of  sales  made  to 
customers  in  offices  of  smaller  concerns  is  the  Bill  Book,  or 
Sales  Journal.  This  is  a  book  of  about  50  white  pages  on 
each  of  which  are  printed  three  or  more  invoice  forms  sep- 
arated by  perforations.  Bound  behind  each  page  is  a  blank 
yellow  duplicate  sheet  on  which  the  data  written  on  the 
invoice  forms  are  reproduced  with  a  carbon  paper.  The 
yellow  duplicates  remain  in  the  book  after  the  original  in- 
voices have  been  detached  and  sent  to  customers.  Where  the 
Bill  Book  is  used,  the  invoices  are  not  prepared  on  a  type- 
writer but  are  written  by  hand,  with  an  indelible  pencil. 

Summary 

The  invoice  is  a  business  paper  prepared  by  the  billing 
clerk  and  sent  to  the  customer  to  inform  him  of  the  quan- 
tities, description,  and  cost  of  the  goods  shipped  to  him  in 
filling  his  order.  It  includes:  (1)  the  invoice  number;  (2) 
the  date;  (3)  the  sales  order  number;  (4)  the  purchase 
order  number;  (5)  the  seller's  name  and  address;  (6)  the 
customer's  name  and  address;  (7)  the  terms;  (8)  method 
of  shipping;  (9)  stock  numbers,  quantities,  description, 
unit  prices,  and  extensions  of  articles  sold;  (10)  total 
amount  in  money  of  the  invoice,  and  other  information  of 
interest  to  the  customer. 
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Business  Vocabulary 

invoice  notification  connection 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 
GROUP  I 

1.  Find  the  extensions  of  the  following  items : 

Quantity  Description  Unit  Price         Totals 

(a)  12  gross       Notebooks  $  7.50  $ 

(b)  9  doz.         Date  Stamps  3.30  $ 

(c)  18  gross       Memo  Books  10.00  $ 

(d)  16    M  Flat   Wallets,   9"xl2"      15.00  $ 

(e)  20  doz.  Stamp  Pads  2.25  $ 

2.  Find  the  total  amount  of  an  invoice  containing  the  follow- 
ing extensions:    $24.65,   $18.50,  $39.76,   $48.80,    $29.65,   $26.00. 

GROUP  II 

1.  It  is  important  that  the  seller  and  buyer  agree  in  regard 
to  the  date  of  payment  of  an  invoice.    What  two  items  on  the 
invoice  establish  this  date? 

2.  The  law  provides  that  the  seller  cannot  enforce  a  claim  for 
payment  if  six  years  have  passed  since  the  due  date  of  sale. 
Why  is  it  important  that  the  seller  keep  a  record  of  the  due  date 
of  sales? 

3.  Prepare  the  invoices  in  duplicate  for  the  following  orders 
shipped  by  Strong  &  Williams  on  April  13,  193- :    (Write   the 
invoices  either  on  the  typewriter  or  in  longhand.    Use  carbon 
paper) . 

(a)  To  Yorkville   Stationery   Store,   758   3rd   Avenue,   City; 
order  No.  255  (Problem  No.  6,  Group  II,  page  243 ) ;  customer's 
purchase  order  No.  1298;  goods  shipped,  by  truck;  invoice  No. 
861. 

(b)  To  Cook  &  Co.,  order  No.  256  (Problem  No.  1,  page  245) 
customer's  purchase  order  number  is  366;  goods  shipped  by  ex- 
press; invoice  No.  862. 

(c)  To  Watson,   Ryan   &   Gorton — order   No.   257    (Problem 
No.  1,  page  245)  customer's  purchase  order  number  is  977 ;  goods 
shipped  by  New  York  Central  R.  R. ;  invoice  No.  867. 

4.  As  billing  clerk  for  the  firm  of  Dumont  &  Barr,  56  State 
Street,  Chicago,  Illinois,  prepare  invoice  No.  908  to  be  sent  to 
B.  Mason  &  Son,  1209  Market  Street,  San  Francisco,  California, 
to  cover  the  following  goods  shipped  Sept.   19,   193-,  by  Union 
Pacific  R.  R.;  terms  3/10;  n/60;  customer's  order  No.  88. 


Quantity 
24  doz. 
36  doz. 
28  doz. 

Stock  No. 
109 
110 
112 

Description 
Dinner  Plates 
Salad  Plates 
Cups 
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Unit  Price 
$2.88 
2.25 
1.75 

(This  concern  uses  the  Bill  Book  in  keeping  the  record  of  daily 
sales.  Use  two  sheets  from  such  a  book  if  available;  otherwise 
use  the  sales  invoice  form  illustrated  on  page  315.) 


LESSON  2 

CHECKING  AND  VERIFYING  THE  COMPLETED 
INVOICE 

The  invoice  for  the  goods,  shipped  to  Walter  Stone  on  his 
order,  has  now  been  prepared  in  duplicate.  Before  the  orig- 
inal and  the  copy  are  separated,  the  billing  clerk  is  expected 
to  check  and  verify  the  invoice. 

What  items  on  the  invoice  are  to  be  checked  by  the  billing 
clerk?  How? 

Items  to  Be  Checked  on  a  Customer's  Invoice 

During  the  process  of  checking  the  invoice  the  billing 
clerk  will  be  confronted  with  the  following  questions,  the 
answers  to  which  will  guide  him  in  completing  his  task  sat- 
isfactorily : 

1.  Is  the  sales  order  slip  signed  by  the  shipping  clerk? 

2.  Is  the  date  correct? 

3.  Is  the  next  consecutive  invoice  number  used?    (No. 
757  was  the  last.) 

Note:  As  with  other  numbered  forms,  the  num- 
bers are  often  stamped  or  printed  in  advance  on  the 
invoice  blanks. 

4.  Has  the  purchase  order  number  of  the  customer  been 
written  after  the  item:  "Your  purchase  order  number"? 

Note:    This  is  not  required  here.   Why? 

5.  Are  the  name  and  address  of  the  customer  correctly 
spelled,  and  not  abbreviated? 
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6.  Are  the  terms  of  credit  and  the  method  of  shipping 
correct? 

7.  Have  the  quantities,  stock  numbers,  description,  and 
unit  prices  been  verified  and  checked?    (An  occasional  ref- 
erence to  the  firm's  selling  price  list  may  be  necessary.) 

8.  Have  the  extensions  and  total  been  checked? 

One  method  of  checking  the  items  on  the  invoice  is  to 
have  one  clerk  read  from  the  invoice  and  call  back  each  item 
to  a  second  clerk,  who  checks  the  items  called  with  the 
sales  order  slip. 

Two  items  of  the  invoice  to  be  checked  are  of  the  utmost 
importance  to  both  buyer  and  seller.  These  are  the  exten- 
sions and  the  total.  Various  devices  and  aids  are  used  in 
business  to  make  sure  of  their  correctness.  In  some  con- 
cerns listing  and  calculating  machines  are  used  to  check  the 
computations  on  the  bills,  while  in  others,  the  billing  clerk 
checks  the  extensions  and  totals  by  the  use  of  short  methods 
in  arithmetic.  For  him  a  knowledge  of  the  short  methods, 
and  a  high  degree  of  skill  in  rapid  calculation,  give  a 
greater  assurance  of  his  rendering  correct  invoices  to  cus- 
tomers. Thus  trouble  and  expense  are  avoided,  and  above 
all,  a  lack  of  confidence  or  ill  feeling  between  the  customer 
and  the  seller  is  not  created. 

In  the  remaining  part  of  this  lesson  are  described  arith- 
metic aids  that  are  of  help  in  re-calculating  and  checking 
extensions  on  invoices. 

Checking  Extensions  on  Invoices  by  Applying  the  Principle  of 
Aliquots 

1.    To  Prices  under  a  Dollar. 

Problem  1.  On  Strong  &  Williams'  invoice  No.  795,  the  fol- 
lowing items  appear: 

24  doz.  at  75c          =  $18.00 

48  gro.  at  87l/2c       =     42.00 

36  doz.  at  662/3c   =     24.00 

What  short  method  that  will  save  time  but  insure  accuracy  can  be 
used  for  re-calculating  the  extensions? 
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We  realize  that  75c,  87i/2c,  and  66  2/3c  are  fractional 
parts  of  a  dollar  (aliquot  parts  of  a  dollar) ,  and  that  their 
fractions  are  stated  as  follows : 
75c  =  %  of  $1. 

871/2C   =    7/8    «     « 
662/3c   =    2/3    «     « 

To  find  the  cost  of  24  doz.  at  75c,  two  steps  are  needed : 

(1)  24  doz.  at  $1  =  $24. 

(2)  24  doz.  at  75c  =  $24  x  %  (or  %  of  $24)  =$18. 
In  a  similar  manner  the  cost  of  48  gross  at  &7y%c  is  ob- 
tained : 

(1)  48  gro.  at  $1  =  $48. 

(2)  48  gro.  at  87i/2c  =  $48  x  %  (%  of  $48)  =  $42. 
The  cost  of  36  doz.  at  66  2/3c  =  $36  x  2/3  =  $24. 

The  results  can  be  checked,  if  necessary,  by  using  the  longer 
method  of  multiplication : 

24  doz.  at  75c         48  gro,  at  87i/2c      36  doz.  at  662/3c 
.75  .871/2  .662/3 

24  48  36 


300  24  3)72 

150  696  "24 

$18.00  348  396 

$42.00  198 

$24.00 

It  is  evident  how  much  more  accurately  and  quickly  we 
can  work  when  we  use  "the  principle  of  aliquots." 

In  applying  the  "principle  of  aliquots"  to  the  following 
items  on  invoice  No.  804,  note  how  the  two  steps  shown 
above  are  shortened  into  one: 

64  doz.  at  62i/2c     =  $64  x  %  =  $40.00 

24  doz.  at  33i/3c     =  $24  x  1/3  =       8.00 

f)K 

35  doz.  at  50c         =  $35  x  i/2  =  -y    -     17.50 
Study  the  following  table  of  the  aliquot  parts  commonly 
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used  by  billing  clerks  in  applying  the  "principle  of  ali- 
quots"  to  items  on  invoices: 


12i/2c  = 

20c 

25c  = 

331/sC  = 

371/2C  = 

40c 

50c  = 


of  $1 


% 


60c 

62i/2c  = 

66%c  = 

75c  = 
80c 

87i/2c  = 


of  $1 


2.    To  Prices  over  a  Dollar. 


Problem  2. 

807: 

The    following    extensions    appear    on    invoice    No. 

36  boxes  at  $1.25       $45.00 
45  gross    at      1.60         72.00 
24  doz.     at      1.871/2     45.00 
28  doz.     at     1.75         49.00 
32  doz.     at     2.121/2     68.00 

Are  they  correct? 

In  checking  the  extensions  on  this  invoice,  we  find  that 
"the  principle  of  aliquots"  is  now  to  be  applied  to  prices 
above  $1.00.  The  unit  prices  are  expressed  as  follows: 

1%,  *1%,  ?1%,  $2%. 
To  find  each  extension,  three  steps  are  necessary: 


Checking  by 
Principle  of  Aliquots 
36  at  $1.25  =  36  x 
Step  (1)   36x1         =$36.00 

(2)  36  x%       =      9.00 

(3)  36  x  $1.25=    45.00 


Checking  by 
Longer  Method 
$1.25 
36 


750 
375 


$45.00 


The  other  extensions  on  the  invoice  are  checked  in  a 
similar  manner. 
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Summary 

Invoices  must  be  verified  and  checked  before  they  can  be 
mailed  to  customers.  The  checking  of  extensions  and  totals 
may  be  done  by  special  "checkers"  or  by  clerks  using  cal- 
culating machines.  Most  often,  however,  it  is  done  by  the 
billing  clerks,  who  use  short  arithmetical  methods  in  recal- 
culating their  original  computations.  One  such  method  is 
the  "principle  of  aliquots."  This  shortens  the  process  of  cal- 
culating extensions  on  invoices,  and  insures  accuracy.  Such 
unit  prices  as  75c,  87i/2c,  33i/3c,  $1.62i/2,  $2.25,  are  what  are 
known  as  aliquots  of  $1.00,  and  extensions  can  be  found 
by  multiplying  the  quantity  by  the  fractional  or  aliquot 
part  of  $1.00  to  which  the  unit  price  is  equal. 

Business  Vocabulary 

principle  aliquots  unusual 

accurate  similar 


ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.     Check  the  extensions  and  total  of  an  invoice  containing 
the  following  items: 

36  doz @  $.75       =  $27.00 

48  gro @     .66%  =  34.00 

24  doz @     .50      =  12.00 

120  articles  @    .25      =  30.00 

80  articles  @     .12%  =  10.00 

40  doz @     .62%  =  25.00 


$138.00 

2.     Calculate  the  extensions  of  the  following  items  on  an  in- 
voice, employing  a  short  method  in  each  instance: 

12  doz.  . .. @  $1.25       =  $ 

24  doz @     2.50       =  $ 

18  gro @      1.50       =  $ 

40  doz.   .  .  : @     2.12%   =   $ 

16  gro @     1.87%   =    $ 
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GROUP  II 

1.  "Shorter  methods  of  computations  lead  to  more  rapid  and 
more  accurate  results  in  invoices  than  do  longer  methods."    Do 
you  think  this  statement  true?    Give  an  illustration  to  justify 
your  answer. 

2.  In  example  4  of  Group  II,  Lesson  1  of  this  unit,  show  how 
the  "principle  of  aliquots"  applies  to  the  calculating  of  two  ex- 
tensions. 

3.  Find  the  extensions  for  each  of  the  items  on  invoice  No. 
379  below.    Use  the  "principle  of  aliquots"  and  check,  without 
using  the  aliquot  parts  of  a  dollar,  by  multiplying  the  price  per 
unit  by  the  quantity  of  the  unit  (or  vice  versa).   Time  yourself, 
and  see  which  method  is  quicker  in  producing  the  correct  result. 

36  M    @  $2.75       =  $ 

48  M    @     1.87y2   =  $ 

20   doz @     1.20       =  $ 

16   gro @     2.37y2   =  $ 

32  M    @     2.25       =  $ 

4.  Employ  the  "principle  of  aliquots"  in  finding  the  extensions 
of  the  following  items  on  invoice  No.  412: 

120  yds @   $4.25       =  $ 

150   yds @     5.331/3   =   $ 

160   yds @     3.50       =  $ 

80  yds @     4.121/2   =  $ 

240   yds @     3.75       =  $ 

125   yds @     2.60       =   $ 


LESSON  3 
TERMS  OF  SALE 

Problem  1.  In  Lesson  I  of  this  unit,  four  invoices  to  be  sent  to 
customers  of  Strong  &  Williams  were  prepared  and  the  following 
terms  of  credit  were  given  in  each: 

Invoice  No.         Name  of  Customer  Terms  of  Credit 

758  Walter  Stone  n/30 

861  Yorkville  Stationery  Store  3/10,   n/30 

862  Cook  &  Co.  3/10,   n/30 

867  Watson,  Ryan  &  Gorton  5/10,   2/30,   n/60 

Why  have  different  terms  been  granted  to  several  of  the  cus- 
tomers? 
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Walter  Stone,  who  is  a  new  customer,  has  bought  in 
small  quantities,  while  the  other  three  are  old  customers 
and  have  made  much  larger  purchases.  For  this  reason 
the  latter  have  received  terms  of  credit  which,  as  is  ex- 
plained later  in  this  lesson,  are  better  than  those  given  to 
Walter  Stone.  The  best  terms  were  granted  to  Watson, 
Ryan  &  Gorton  because  of  its  excellent  credit  rating,  added 
to  the  fact  that  it  is  an  old  customer  and  buys  in  large 
quantities. 

Terms  of  Credit  and  the  Date  of  Payment  of  an  Invoice 

Two  questions  present  themselves  in  relation  to  the 
terms  of  credit  granted  to  the  customers  of  Strong  &  Wil- 
liams : 

1.  What  do  the  terms  of  credit  signify? 

2.  What  effect  have  the  terms  of  credit  on  the  amount 
and  possible  date  of  payment  by  the  customer? 

1.  Meaning  of  Terms  of  Credit.  Fully  written  out,  the 
abbreviations  in  the  terms  of  credit  stand  for  the  following : 
Invoice  No.  758  net  30  days 

Invoices  No.  861  and  No.  862 — 3%  10  days,  net  30  days 
Invoice  No.  867—5%  10  days,  2%  30  days,   net  60  days 

On  invoices  No.  758,  No.  861,  and  No.  862,  the  customer 
must  make  payment  in  thirty  days;  on  invoice  No.  867,  in 
sixty  days.  However,  the  Yorkville  Stationery  Store  and 
Cook  &  Co.  (invoices  No.  861  and  No.  862),  and  Watson, 
Ryan  &  Gorton  (invoice  No.  867)  are  granted  the  choice 
of  making  an  earlier  payment;  i.  e.,  within  ten  days,  for 
which  they  will  receive  discounts  or  reductions  in  the 
amounts  of  their  invoices  of  3%  and  5%  respectively. 
Watson,  Ryan  &  Gorton  has  another  choice:  it  can  choose 
to  pay  within  thirty  days  and  thereby  get  a  discount  of 
2%.  Walter  Stone,  however,  has  no  choice.  Because  the 
terms  of  credit  are  net,  he  must  pay  the  invoice  in  full  when 
due.  Terms  of  credit,  therefore,  specify  the  periods  of  time 
within  which  invoices  must  be  paid;  and  in  addition,  may 
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grant  the  customer  the  choice  of  anticipating  his  payment, 
for  which  he  will  then  receive  a  reduction  or  discount  in 
his  invoice. 

2.  Effect  of  Terms  of  Credit  on  Possible  Date  of  Pay- 
ment. The  terms  of  credit  take  effect  from  the  date  of 
the  invoice,  not  necessarily  from  the  date  of  delivery  of  the 
goods.  Invoice  No.  758  is  dated  April  9,  and  invoices  No. 
861,  No.  862,  and  No.  867,  April  13.  These  dates  are  the 
points  from  which  the  terms  of  credit  are  reckoned.  The 
dates  by  which  the  payments  of  the  invoices  must  be  made 
are  obtained  as  follows: 

Invoice  No.  758 — 30  days  after  April  9 — May  9. 

Invoices  No.  861  and  No.  862 — 30  days  after  April  13 — 
May  13. 

Invoice  No.  867 — 60  days  after  April  13 — June  12. 

On  invoices  No.  861,  No.  862,  and  No.  863,  the  customers 
have  the  right  to  a  reduction  in  the  amount  of  the  invoice 
if  they  make  earlier  payments  within  what  is  called  the 
"discount  period."  If  invoices  No.  861,  No.  862,  and  No.  867 
are  paid  within  ten  days  of  the  date  of  the  invoice ;  that  is, 
by  April  23,  a  discount  of  3%  on  each  of  the  first  two 
invoices  and  of  5%  on  the  third  is  allowed  the  respective 
customers.  On  invoice  No.  867,  the  customer  may  wait  until 
May  13,  thirty  days  after  the  date  of  the  invoice,  before 
making  payment  and  then  receive  2%  discount  only. 

The  Effect  of  Terms  of  Credit  on  the  Amount  of  Payment  to 
Be  Made 

Let  us  take  three  of  the  invoices  in  turn  and  see  the 
actual  effect  of  the  terms  of  credit  on  the  amount  of  pay- 
ment made  when  the  invoice  is  met. 
Invoice  No.  758— Total  $34.05. 

$34.05  must  be  paid  by  May  9. 
Invoice  No.  861— Total  $262.50. 

(a)  If  payment  is  made  by  April  23,  3%  of  $262.50,  or 
$7.88,  can  be  deducted,  and  only  $254.62  paid;  or  else 
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(b)   $262.50  must  be  paid  by  May  13. 
Invoice  No.  867— Total  $700.15. 

(a)  If  payment  is  made  by  April  23,  5%  of  $700.15,  or 
$35.01,  can  be  deducted,  and  only  $665.14  paid;  or 

(b)  If  payment  is  made  by  May  13,  2%  of  $700.15,  or 
$14.00,  can  be  deducted,  and  only  $686.15  paid;  or  else 

(c)  $700.15  must  be  paid  by  June  12. 

The  discounts  allowed  to  the  Yorkville  Stationery  Store, 
Cook  &  Son,  and  to  Watson,  Ryan  &  Gorton  are  called  cosh 
discounts.  This  term  will  be  considered  in  greater  detail 
in  the  next  lesson. 

We  can  see  now  that  terms  of  credit  determine  not  only 
the  date  of  payment,  but  at  times,  the  amount  also. 

Some  concerns  grant  terms  of  credit  as  follows:  2/10, 
n/30,  E.  0.  M.,  or  5/10,  2/30,  n/60,  E.  0.  M.  For  these 
concerns  the  periods  of  time  specified  in  the  terms  of  credit 
begin  at  the  end  of  the  month  (E.  0.  M.)  shown  in  the 
date  of  the  invoice.  For  example,  on  an  invoice  dated  April 
24,  193-,  at  terms  of  2/10,  n/30,  E.  0.  M.,  the  terms  of 
credit  do  not  begin  until  May  1,  193-,  so  that  the  customer 
is  not  required  to  pay  before  May  31  and  may  take  a  dis- 
count of  2%  if  he  pays  by  May  11. 

Terms  of  n/60,  n/90  are  found  specified  on  the  invoices 
of  other  concerns.  What  "cash  discounts"  are  allowed  to 
customers  according  to  these  terms?  When  are  invoices 
due?  Various  other  terms  of  credit  are  sometimes  granted 
by  business  concerns,  but  they  are  used  too  infrequently 
for  us  to  consider  here. 

Summary 

Terms  of  credit  specify  the  date  by  which  the  payment 
of  an  invoice  must  be  made  and,  also  under  certain  condi- 
tions, the  amount.  The  periods  of  time  indicated  in  terms 
of  credit  begin  either  from  the  date  of  invoice  or  from  the 
end  of  the  month  in  which  the  invoice  is  made.  When  a 
"cash  discount"  is  allowed,  the  terms  of  credit  also  specify 
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the  time  within  which  the  customer  can  take  advantage  of 
the  discount. 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 
GROUP  I 

1.  For  each  of  the  following  invoices  find  the  required  date 
of  payment.   The  terms  of  credit  are  n/30. 

Date  When 

Date  of  Payment  Must 

Invoice  No.  Invoice  Be  Made 

409  July    9,    193-  

568  July   16,   193-  

644  July  25,    193-  

705  Aug.    2,    193-  

2.  The  terms  of  credit  granted  by  Cantwell  &  Co.,  importers, 
are  5/10,  n/60.    Determine   in  each  of  the  following  invoices: 
(a)   When  the  full  amount  of  the  invoice  is  due,    (b)   by  what 
date  the  invoice  must  be  paid  to  obtain  the  discount  of  5%. 

Date  When  Payment   Date  of 
Date  of      in  Full  Must  Be     Payment  for 
Invoice  No.  Invoice  Made  5%  Discount 

914        Nov.  5,  193-    

1059        Nov.  9,  193-    

1188        Nov.  28,  193-    

1232        Dec.  3,  193-    

1407        Dec.  29,  193-    

3.  In  problem  2  of  this  group,  find  the  amount  to  be  paid  on 
each  of  the  invoices  if  they  are  paid  under  the  following  condi- 
tions : 

(a)  Invoice  No.  914  totals  $200  and  is  paid  on  Nov.  15,  193-, 

(b)  Invoice  No.  1059  totals  $340  and  is  paid  on  Jan.  8,  193-, 

(c)  Invoice  No.  1188  totals  $150  and  is  paid  on  Dec.  7,  193-. 

(d)  Invoice  No.  1232  totals  $390  and  is  paid  on  Feb.  1,  193-. 

(e)  Invoice  No.  1407  totals  $420  and  is  paid  on  Jan.  8,  193-. 

GROUP  II 

1.  Whipple  &  Co.  sells  John  March  goods  amounting  to  $650. 
The  invoice  is  dated  April  28,  193-,  and  the  terms  are  n/30. 
What  agreement  has  been  made  between  Whipple  &  Co.  and  John 
March  as  to  the  date  of  payment  and  the  amount  of  payment  on 
that  date?  Why  cannot  Whipple  &  Co.  demand  payment  earlier? 
Why  cannot  John  March  refuse  to  make  payment  on  that  date?1 
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2.  Strong  &  Williams  sells  merchandise  to  Walter  Stone  on 
terms  of  n/30.   Walter  Stone  frequently  pays  earlier  than  thirty 
days  after  the  date  of  the  invoice.   What  effect  might  this  action 
have  on  a  request  by  Walter  Stone  for  the  better  terms  of  3/10, 
n/30? 

3.  An  invoice  billed  by  Strong  &  Williams  for  $300  is  dated 
May  16,  193-,  at  terms  of  2/10,  n/30.    The  customer  remits  a 
check  of  $300  on  June  30.   Why  is  Strong  &  Williams  entitled  to 
15  days  interest  at  6%  on  the  $300? 

4.  An  invoice  for  $600  dated  May  21,  193-,  at  terms  of  3/10, 
n/60,  is  sent  by  the  billing  clerk  of  Strong  &  Williams  to  Richard 
Naylor.   On  June  5,  193-,  Richard  Naylor  sends  a  check  of  $582 
to  pay  for  the  invoice  in  full.    Why  is  Strong  &  Williams  not 
obliged  to  accept  the  check  as  payment  in  full?    Why  is  this 
action  of  Richard  Naylor  not  fair  to  Strong  &  Williams?   What 
can  Strong  &  Williams  do  about  it? 

5.  George  Taylor  &  Co.,  wholesale  importers  of  raw  silk  at 
San  Francisco,  Calif.,  sells  on  terms  of  5/10,  n/60.    The  follow- 
ing items  are  taken  from  five  invoices  mailed  to  customers: 

Invoice  No.  Date  of  Invoice  Amount 

109  Oct.     18,  193-  $2450 

246  Oct.     25,  193-  3640 

377  Nov.    13,  193-  1860 

384  Nov.    13.  193-  2770 

390  Nov.    14,  193-  3390 

(a)  What  is  the  date  of  payment  in  full  of  each  invoice? 

(b)  By  what  date  must  payment  of  each  invoice  be  made  to 
obtain  the  discount? 

(c)  What  is  the  net  amount  paid  on  each  invoice,  if  each  cus- 
tomer sends  his  check  within  ten  days  ? 


LESSON  4 
CASH  DISCOUNTS 

In  the  lesson  just  studied,  we  saw  that  the  terms  of 
credit,  3/10,  n/30,  granted  to  the  Yorkville  Stationery 
Store  and  to  Cook  &  Co.  by  Strong  &  Williams,  gave  both 
customers  the  choice  of  taking  what  is  called  a  "cash  dis- 
count" of  three  per  cent  for  payment  within  ten  days,  or 
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else  of  paying  the  invoice  amount  in  full  within  thirty  days. 
Why  does  Strong  &  Williams  allow  a  cash  discount,  and 
why  may  the  Yorkville  Stationery  Store  and  Cook  &  Co. 
take  advantage  of  the  discount  offered  for  payment  within 
ten  days? 

Why  Concerns  Allow  Cash  Discounts  to  Their  Customers 

Strong  &  Williams  desires  early  payment  from  its  cus- 
tomers in  order  to  have  cash  available  at  an  earlier  date 
to  meet  its  own  bills  for  goods,  services,  supplies,  etc.  To 
encourage  settlement  of  the  invoice  before  thirty  days,  the 
full  credit  period,  it  offers  these  two  customers,  as  well  as 
others,  the  discount  of  three  per' cent,  provided  their  checks 
are  received  within  a  ten-day  period.  If  the  customers  take 
advantage  of  the  discount,  Strong  &  Williams  will  then 
obtain  the  use  of  the  cash  twenty  days  earlier  than  other- 
wise, and  the  amount  of  its  outstanding  accounts  with 
customers  will  be  reduced. 

Why  Customers  Take  Advantage  of  Cash  Discounts 

On  the  other  hand,  the  Yorkville  Stationery  Store  and 
Cook  &  Co.  save  three  per  cent  of  the  invoice  amount  by 
making  the  earlier  payment.  This  saving  recompenses  both 
concerns  for  having  reduced  their  cash  funds  twenty  days 
earlier  than  if  they  had  waited  until  the  expiration  of  the 
credit  period.  When  either  of  these  concerns  has  a  surplus 
of  cash  on  hand,  it  will  try  to  take  advantage  of  cash  dis- 
counts. Again  the  Yorkville  Stationery  Store,  or  Cook  & 
Co.,  will  receive  more  money  in  discounts  by  paying  bills 
twenty  days  ahead  of  time  than  would  be  paid  in  interest 
at  the  bank  for  cash  on  deposit  thirty  days.  The  credit 
standings  of  both  firms  are  considerably  improved  by  pre- 
paying or  anticipating  their  bills,  and  this  fact  alone  is 
worth  even  more  than  the  money  saved  by  the  cash  dis- 
counts. 

Firms  with  plenty  of  cash  on  hand  do  not  offer  cash 
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discounts  to  their  customers.  Why?  Why  won't  customers 
take  advantage  of  cash  discounts  when  their  cash  is  low? 

Methods  of  Indicating  the  Offer  of  Cash  Discounts  and  Dates 
When  Payments  Are  Due 

To  encourage  customers  to  pay  bills  promptly  and  to 
prevent  them  from  taking  unwarranted  or  excessive 
discounts,  some  concerns  find  it  advisable  to  stamp  the 
following  notice  on  the  invoice : 


//  paid  by ,  193-,  a  dis- 
count of  $ may  be  deducted 

from  the  amount  .of  the  invoice. 


Sometimes  this  memorandum  is  printed  on  a  separate  slip 
and  attached  to  the  invoice. 

Another  method  of  indicating  the  offer  of  a  discount  is 
to  deduct  the  discount  beforehand  and  indicate  the  net 
amount  due  from  the  customer  on  a  gummed  paster  at- 
tached to  the  invoice. 

Under  either  of  the  methods  described,  the  billing  clerk 
is  required  to  calculate  the  discount  and  the  date  payment 
is  due.  This  must  be  done  before  he  mails  the  invoice. 

Calculating  the  Cash  Discounts  and  Due  Dates 

Problem  1.  The  billing  clerk  of  Strong  &  Williams  Is  ready  to  mail 
to  customers  invoices,  of  which  the  amounts,  dates,  and  terms  of 
credit  are  shown  in  the  following  record: 

Amount 
Invoice  No.      Date  of  Invoice      Terms  of  Credit     of  Invoice 

887  April    14,    193-  5/10,  2/30,  n/60       $490. 

888  April    14,    193-  3/10,  n/30  125. 

889  April    15,    193-  *Cash,    less   2%  78. 
*  Payment  must  be  made  within  five  days. 

Let  us  find  the  following  information  to  be  included  on  each  in- 
voice before  it  is  mailed:  (a)  the  date  of  payment  if  cash  discount 
is  taken,  (b)  the  amount  of  discount  allowed,  (c)  the  net  amount  to 
be  paid. 
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On  invoice  No.  887,  if  payment  is  made  by  April  24,  19 3-, 
a  discount  of  $24-50  may  be  deducted  from  the  amount  of 
the  bill,  and  the  net  amount  of  $465.50  paid ;  or  if  payment 
is  made  by  May  14,  19 3-,  a  discount  of  $9.80  may  be  de- 
ducted from  the  bill,  and  the  net  amount  of  $480.20  paid. 

On  invoice  No.  888,  if  payment  is  made  by  April  24,  193- f 
a  discount  of  $3.75  may  be  deducted,  and  the  net  amount 
of  $121.25  paid. 

On  invoice  No.  889,  if  payment  is  made  by  April  20,  19 3-, 
a  discount  of  $1.56  may  be  deducted  from  the  bill,  and  the 
net  amount  of  $76.44  paid. 

Summary 

Cash  discounts  are  offered  to  encourage  customers  to  pay 
their  bills  before  the  expiration  of  the  full  credit  period 
granted.  These  discounts  are  reductions  allowed  from  the 
total  of  the  invoice  if  it  is  paid  within  a  certain  specified 
discount  period. 

Business  Vocabulary 

encourage  settlement  obligating 

accept  outstanding  excessive 

unwarranted 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  For  each  of  the  following  invoices  calculate  mentally,   in 
preparation  for  the  filling  out  of  "cash  discount"  slips,   (1)   the 
prepayment  date,    (2)   the  discount,  and   (3)   the  net  amount  of 
the  bill. 

Terms  of        Amount  of 

Invoice  No.         Date  of  Invoice  Credit  Invoice 

1012  Apr.  26,  193-  2/10,  n/30  $120 

1033  Apr.  27,  193-  5/10,  n/60  400 

1114  Apr.  29,  193-  2/10,  n/30  150 

1215  May    2,  193-  5/10,  n/60  700 

1412  May  22,  193-  2/10,  n/30  250 

2.  You  are  required  to  check  the  net  amounts  appearing  on 
"cash  discount"  pasters  prepared  by  the  billing  clerk.    On  a  slip 
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of  paper  rewrite  the  invoice  numbers  given  in  the  table  below. 
Place  "0.  K."  and  your  initials  after  the  invoice  numbers  that 
have  the  correct  net  amounts,  and  place  the  correct  amounts  and 
your  initials  after  those  incorrect. 

Inv.  Inv.  Prepayment  Net 

No.       Inv.  Date     Credit  Terms  Ami.           Date          Amount 

1436  May  27,  193-  5/10,  n/60  $600  June  6,  193-  $570.00 

1512  June  8,  193-   2/10,  n/30  270  June  18,  193-  261.90 

1677  June  15, 193-2/10,  n/30  90  June  25,  193-  88.30 

1894  June  26,  193-5/10,  n/60  960  July    6,    193-  952.00 

1895  June  26, 193-2/10,  n/60  350  July    6,    193-  340.50 

GROUP  II 

1.  Strong  &  Williams  sells  to  customers  who  pay  their  bills 
promptly,  but  who  do  not  take  advantage  of  cash  discounts.   Why 
are  these  customers  still  considered  very  fine  credit  risks? 

2.  From  the  information  given  below  prepare  (1)  the  invoice 
(with  carbon  copy)  and  (2)  the  memorandum  of  "cash  discount" 
showing  the  date  of  prepayment  and  the  discount.  Verify  all  cal- 
culations. 

Thomas,  Atkins  and  Crawford,  dealers  in  radios,  radio  supplies 
and  equipment,  1509  South  Michigan  Boulevard,  Chicago,  111., 
ship  and  bill  goods  on  August  24,  193-,  as  follows: 

(a)  Invoice  No.  2836 — to  Haskins  &  Co.,  159  Liberty  Avenue, 
St.  Paul,  Minn.;  terms  3/10,  n/30,  E.  0.  M.,  F.  O.  B.,  Chicago, 
111.;  on  customer's  order  No.  229;  shipped  by  freight: 

6  Silvertone  Super  Radios @  $13.25 

5  doz.  Silvertone  Tubes @       9.80 

(b)  Invoice  No.  2837 — to  Ace  Radio  and  Battery  Service  Co., 
1412  Euclid  Ave.,  Cleveland,  Ohio;  terms  5/10,  n/60,  E.  0.  M., 
F.  0.  B.,  Chicago,  111.;  on  customer's  order  No.  17,  shipped  by 
freight : 

18  Radio  "A"  Batteries   @  $5.65 

6  Dynamic  Speakers @     6.65 

3  Bargstrom  Floor  Model  Radios   .  .  @  37.50 

(c)  Invoice  No.  2838 — to  American  Radio  and  Battery  Dis- 
tributors, 9  Walnut  Street,  Toledo,  Ohio;  terms  5/10,  n/60;  on 
customer's  order  No.  709;  shipped  by  express: 

24  Silvertone  "C"  Batteries  @  $  .63 

12  doz.  Silvertone  Tubes    @     9.80 

6  Silvertone   Compact   Radios @  22.75 
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LESSON  5 
TRADE  DISCOUNTS 
Why  Trade  Discounts  Are  Offered 

Problem  1.  Strong  &  Williams  prepares  a  printed  catalogue 
twice  a  year,  in  which  are  listed  the  articles  it  sells,  with  their  stock 
numbers  and  prices.  These  catalogues  are  mailed  to  present  and 
prospective  customers.  It  is  understandable  that  the  prices  quoted 
in  the  catalogues  will  not  remain  the  same  throughout  the  six-month 
period.  Nevertheless  it  would  be  too  expensive  for  Strong  &  Williams 
to  have  new  catalogues  issued  oftener  than  twice  a  year.  How  then 
does  Strong  &  Williams  take  care  of  the  problem  of  announcing 
changes  in  prices? 

On  articles  whose  prices  have  dropped,  Strong  &  Williams 
allows  its  customers  a  discount  equal  to  the  decrease.  This 
type  of  discount,  usually  given  in  the  form  of  a  per  cent  of 
the  list  price,  is  called  a  trade  discount.  By  means  of  trade 
discounts,  customers  are  given  the  advantage  of  any  drop 
in  price  from  the  figures  quoted  in  the  current  catalogue. 
Such  trade  discounts  are  announced  "to  the  trade"  (present 
and  prospective  customers)  by  printed  or  typewritten  sup- 
plementary price  lists  usually  sent  through  the  mails. 

Trade  discounts  are  sometimes  offered  to  customers  to 
induce  them  to  buy  in  larger  quantities.  Concerns  which 
follow  this  practice  allow  a  trade  discount  on  orders  above 
a  specified  minimum  amount.  Customers  can  therefore  take 
advantage  of  the  trade  discount  by  buying  more. 

Trade  Discounts  and  Cash  Discounts  Compared 

Trade  discounts  are  given  at  the  time  the  goods  are  billed, 
and  the  customer  is  charged  the  list  price,  less  the  trade 
discount.  On  the  invoice  appears  the  net  amount  due.  We 
learned  that  cash  discounts,  on  the  other  hand,  are  given 
after  the  bill  has  been  received  by  the  customer.  Trade 
discounts  are  allowed,  either  when  prices  fall  below  their 
listed  figures,  or  to  induce  a  greater  volume  of  buying.  Cash 
discounts  are  granted  to  encourage  early  payments  and  to 
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reduce  the  amount  of  money  invested  in  outstanding  ac- 
counts. Why  may  a  cash  discount  be  allowed  a  customer, 
even  after  he  has  already  received  a  trade  discount  ? 

When  prices  rise  before  a  new  catalogue  can  be  issued, 
the  customer  is  informed  of  this  fact  by  the  salesman  who 
calls  on  him;  or  by  a  letter  from  the  firm  issuing  the  cat- 
alogue; or  by  the  "house"  salesman  if  the  customer  calls 
for  purchases  in  person  at  the  firm's  place  of  business. 

Single  Trade  Discounts;  Figuring  Extensions  on  Invoices 

Problem  2.  The  list  or  catalogue  price  of  stock  item  No.  527 
is  $2.50,  and  of  stock  No.  165,  $1.25.  There  is  a  drop  in  price  of 
20%  on  the  first,  and  of  10%  on  the  second.  In  a  customer's  invoice 
are  the  following  items  at  catalogue  prices:  Stock  No.  527 — 24  doz. 
Loose-leaf  Notebooks  at  $2.50;  Stock  No.  165—36  gro.  Erasers  at 
$1.25.  Keeping  in  mind  the  drop  in  prices  how  will  the  extensions 
and  total  for  these  two  items  be  found? 

Stock  No.  527 — 24  doz.  Loose-leaf  Note- 
books at  $2.50 =  $60.00 

Less  20%  =     12.00     $48.00 

Stock  No.  165—36  gro.  Erasers  at  $1.25  =     43.00 

Less  10%  =       4.50       40.50 

Total   $88.50 

Successive  Trade  Discounts 

As  seen  in  the  last  problem,  stock  item  No.  527  was  orig- 
inally listed  at  $2.50;  and  because  of  a  drop  in  price, 
buyers  of  the  item  are  allowed  a  trade  discount  of  20%. 
Due  to  changes  in  market  conditions  there  is  still  another 
reduction  in  the  price  of  this  item  during  the  same  six- 
month  period,  and  Strong  &  Williams  announces  an  addi- 
tional trade  discount  of  10%.  Note  this  very  important 
fact:  the  second  trade  discount  of  10%  is  not  figured  on 
the  list  price.  It  is  reckoned  on  the  net  amount  which  is 
obtained  by  deducting  the  20%  trade  discount  from  the  list 
price.  These  two  trade  discounts  are  called  successive  trade 
discounts. 
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The  following  problem  illustrates  the  principle  involved 
in  successive  trade  discounts : 

Problem  3.  A  sale  is  made  of  48  doz.  of  stock  No.  527.  The 
list  price  is  $2.50  per  doz.,  and  trade  discounts  of  20%  and  10% 
are  allowed.  How  are  the  two  successive  trade  discounts  calculated? 

48  doz.  at  $2.50  =  $120.00,  list  price 

Less  20%  of  $120.00  =       24.00,  first  discount 

$96.00,  first  net  amount 
Less  10%  of  $96.00     =         9.60,  second  discount 

$86.40,  second  net  (amount  due) 

The  method  of  calculating  successive  trade  discounts 
illustrated  above,  as  well  as  other  methods,  are  treated  in 
detail  in  a  text  on  commercial  arithmetic. 

Preparing  Manifold  Copies  of  Invoices 

It  is  clear  that  more  than  one  copy  of  an  invoice  is  neces- 
sary. As  you  continue  to  study  business  training,  you  will 
realize  more  and  more  the  importance  of  the  rule  that  at 
least  one  duplicate  should  be  made  of  every  form  prepared 
by  a  business  organization.  In  most  cases  the  original  copy 
is  sent  outside  the  business  while  the  duplicate  remains  on 
file  in  the  office.  Certain  business  papers  like  checks,  notes, 
etc.,  do  not  have  carbon  copies,  but  stub  records  that  are 
filed. 

The  billing  clerk  of  Strong  &  Williams  prepares  two  cop- 
ies of  each  invoice:  the  original  and  the  duplicate.  How- 
ever, it  is  not  difficult  to  see  why  larger  concerns  find  need 
for  more  than  two  copies  of  each  invoice.  The  number  will 
depend  on  certain  arrangements  in  effect  in  these  concerns. 

The  illustration  on  page  337  shows  the  manifold  invoice 
used  by  the  National  Paint  Co.  and  how  the  seven  copies 
are  disposed  of.  Copy  1,  the  original,  is  mailed  to  the  cus- 
tomer. Copy  2  goes  to  the  stock  department.  Copy  3  con- 
stitutes the  "shipping  instructions"  to  the  shipping  depart- 
ment. The  lower  section  of  Copy  4,  the  "packing  slip,"  is 
enclosed  in  the  cartons  by  the  shipping  department;  and 
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the  upper  section,  used  as  an  address  label,  is  pasted  on  the 
outside  of  the  carton.  Copy  5  is  forwarded  to  the  salesman 
who  received  the  order,  as  he  is  interested  in  the  orders 
shipped.  The  bookkeeping  department  requires  Copy  6  to 
keep  a  record  of  the  customer's  account,  while  Copy  7  is 
placed  in  the  billing  department's  files. 

Summary 

Trade  discounts  are  allowed  at  the  time  of  the  sale  of 
goods  and  are  deducted  from  the  amount  of  the  invoice  so 
that  the  customer  is  billed  the  net  amount  only.  Trade  dis- 
counts enable  customers  to  get  the  advantage  of  reductions 
in  list  price,  and  are  often  used  to  encourage  buying  in 
larger  quantities. 

Two  or  more  successive  trade  discounts  may  be  allowed 
on  the  list  price  of  an  item.  These  discounts  can  be  deducted 
in  any  order.  The  first  discount  is  applied  to  the  list  price 
and  the  second  to  the  amount  left  after  the  amount  of  the 
first  discount  has  been  deducted  from  the  list  price,  etc. 
The  final  remainder  gives  the  amount  due  on  the  item. 

Business  Vocabulary 

successive 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  Calculate   the   extensions    in   an   invoice   containing   these 
items  : 

8  doz.  Stamp  Pads    @  $1.50,       less  25% 

12  doz.  Date  Stamps   @     3.33y3,  less  10% 

6  gro.   Notebooks    @  10.00,       less  33V3% 

2.  Three  stock  numbers  in  the  catalogue  of  R.  A.  Winant, 
listed  at  $24,  $2.50,  and  $16,  respectively,  are  reduced  in  price 
to  $16,  $2.00,  and  $12.  What  amount  of  trade  discount  is  allowed 
on  the  list  price  of  each  stock  number?   What  rate  of  discount? 
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3.  In  preparing  invoice  No.  798,  the  billing  clerk  of  S.  W. 
Davies  &  Sons  must  compute  trade  discounts  on  four  out  of  the 
five  items  indicated  in  the  following  tabulation  and  find  the  net 
amount  due  from  the  customer. 

Supply  figures  for  the  blank  spaces. 

Summary  of  Items  on  Invoice  No.  798 

Ami.  of         Trade  1st           1st  2nd      Net  Ami. 

Item  Discounts  Discount  NetAmt.  Discount  of  Item 

$60.00  20%  and  25%  

25.00  25%  and  20%          

75.00  None  

120.00  10%  and  33V3%  

60.00  20%  and  12%% 


Net  amount  due  from  customer,     $ 

GROUP  II 

1.  On  April  20,  193-,  an  invoice  is  to  be  prepared  for  goods 
shipped  by  Strong  &  Williams,  158  Fulton  St.,  New  York,  N.  Y., 
to  Watson  &  Gorman,  1209  Flatbush  Ave.,  Brooklyn,  on  terms 
2/10,  n/30,  as  follows: 

6  M  Stock  No.  281  Legal  Flat  Envelopes,  93/8"  x!5",  @  $26.50, 

less  20% ; 

18  gro.  Stock  No.  190  Memo  Books  @  $9.75; 
8  M  Stock  No.  280  Legal  Flat  Envelopes,  $%"  x  12",  @  $24.25, 

less  20%. 

(a)  Prepare  the  invoice  in  duplicate. 

(b)  Why  is  no  trade  discount  allowed  on  stock  number  190? 

(c)  Why  is  it  natural  to  expect  stock  numbers  280  and  281 
to  show  the  same  trade  discount? 

2.  The  billing  clerk  of  Strong  &  Williams  is  about  to  prepare 
invoices  No.  1012  and  No.  1013.   Prepare  the  invoices  as  though 
you  were  the  billing  clerk.    Here  are  the  data  taken  from  the 
two  corresponding  sales  order  slips,  both  sent  to  him  by  the  stock 
clerk : 

Sales  Order  No.  380  Sales  Order  No.  381 

Date  of  Order         April  25,  193-  April  25,  193- 

Customer's  Name    Dayton  &  Conklin  Allerton  Stationery 

Store 
Address  9  No.  9th  St.  68  Temple  St. 

Yonkers,  N.  Y.  Pittsburgh,  Pa. 
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Sales  Order  No.  380 
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Sales  Order  No.  381 


Terms  2/10,  n/30  5/10,  2/30,  n/60 

Ship  by  Truck  Fast  Freight 

Ship  on  April  28,  193-  April  27,  193- 

Goods  ordered  (1)  Stock  No.  190,  15  gr.   (1)  Stock  No.  357, 

Memo  Books,  $9.75  8  doz.  Porcelain 

(2)  Stock  No.  165,  25  gr.       Roller    Envelope 
Erasers,   $1.25,   less         Sealers,   $11.00. 
10%  and  25%.  (2)  Stock  No.  188, 

24  gr.  Stenog- 
raphers' Note- 
books, $7.50. 
(3)  StockNo.368,6 
doz.  Numbering 
Machines,  $39.00, 
less  12V2%  and 
10%. 

3.  Prepare  a  complete  invoice,  including  the  cash  memoranda, 
as  billing  clerk  for  Dumont  &  Barr,  56  State  Street,  Chicago,  111., 
from  these  facts:  Invoice  No.  308;  date,  October  17,  193- ;  cus- 
tomer's order  No.  36 ;  terms  of  credit,  5/10,  n/60 ;  ship  by  freight 
to  Harmon,  Shaw  &  Allen,  1905  West  Drive,  Omaha,  Neb. ;  stock 
No.  258:  36  doz.  Saucers  at  $1.35,  less  10%  and  15%;  stock  No. 
109:  48  doz.  Dinner  Plates,  $2.90;  stock  No.  307:  20  doz.  Sherbets, 
$3.80;  stock  No.  110:  36  doz.  Salad  Plates,  $2.25,  less  10%  and 
5%;  stock  No.  259:  36  doz.  Cups,  $1.80,  less  15%  and  20%. 


LESSON  6 
SPECIAL  PROBLEMS  IN  BILLING 

Receipting  the  Invoice 

In  problem  1,  Lesson  4  of  this  unit,  the  terms  of  credit 
on  invoice  No.  889  is  cash,  less  2%,  and  payment  is  to  be 
made  within  five  days.  This  invoice  is  sent  to  what  is 
known  as  a  "cash  customer."  When  cash  customers  make 
payments  by  check,  they  request  receipted  invoices.  Why? 
The  illustration  on  page  340  shows  how  invoice  No.  889 
appears  after  it  has  been  receipted  and  is  ready  to  be  mailed 
to  the  customer. 
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Customers  who  pay  "spot"  cash  for  their  purchases  also 
ask  for  receipted  invoices  as  evidence  of  payment.  While 
it  may  be  desirable  for  "spot"  cash  customers  to  require 
a  receipted  bill,  it  would  seem  unnecessary  for  customers 
who  pay  by  check  to  request  this  form  of  receipt,  because 
the  check  when  returned  from  the  bank  is  an  even  more 
valid  receipt  than  a  receipted  bill. 


STRONG  &  WILLIAMS 

Wholesale  Stationers 

158  FULTON  STREET 

NEW  YORK,  N.  Y. 
Our  Order  No.   2840                                                                                        Invoice  No.    889 
Customer's  Order  No.    390                                                                               Date  Apr.    15,   123- 

Sold  to    Adams  ,  Healey  &  Beard 
1608  Kings  Highway 
Brooklyn,  N.  Y. 

Terms  Cash,   lees  2%                                                                       Ship  Via  Parcel  Post 

QUANTITY 

DESCRIPTION 

UNIT  PRICE 

AMOUNT 

8  gross 

Memorandum  Books 

9 

75 

78 

00 

Less  Z% 

1 

56 

76 

44 

tit 

Receipted  Invoice 

Preparing  the  Credit  Memorandum 

At  times  Strong  &  Williams  receives  complaints  from 
customers  that  goods  shipped  to  them  have  arrived  in  a 
damaged  condition,  that  they  have  received  goods  which 
were  not  ordered,  or  that  there  were  shortages  in  ship- 
ments. Let  us  see  how  these  complaints  are  answered. 

Problem  1.  On  April  29,  193-  Young  &  Martin,  1788  Pine 
Street,  Philadelphia,  Pa.,  ordered  from  Strong  &  Williams  the  fol- 
lowing: 8  M  Stock  No.  280,  Legal  Flat  Envelopes,  93/8"xl2"  at 
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$24.25,  and  36  doz.  Stock  No.  527,  Loose-leaf  Notebooks  at  $2.50, 
less  20%  and  10%.  The  goods  were  shipped  on  April  30,  1 93-,  by 
express.  On  May  2,  1 93-,  Strong  &  Williams  received  a  letter  from 
Young  &  Martin  stating  that  one  of  the  cartons  delivered  by  the 
express  company  had  been  received  in  damaged  condition  and  that 
this  had  been  noted  on  the  delivery  receipt.  As  a  result  of  the 
damage,  two  dozen  notebooks  were  spoiled.  Young  &  Martin  offered 
to  return  the  entire  carton  or  to  accept  credit  for  the  two  dozen 
notebooks.  What  is  done  by  Strong  &  Williams  to  meet  this  situation? 


CREDIT  MEMORANDUM 

STRONG  &  WILLIAMS 

158  Fulton  Street 
New  York,  N.  Y. 

No.    280 


Ma  2 


To  Young  &  Martin 

1788  Pine  Street 
Philadelphia,  Pa. 


2  doz.  #527  Loose-Leaf  Notebooks   @    $2.50    $5.00 
Less  2056  and  10#  1.40 

$3.60 
PART  OF  EXPRESS  SHIJWENT  OF  APRIL  30,  193-  DAMAGED  IN  TRANSIT 


The  Credit  Memorandum 

Strong  &  Williams  decides  that  it  will  not  be  wise  to 
have  the  carton  sent  back  by  Young  &  Martin  because 
first,  it  will  mean  added  cost  for  express  and  second, 
that  the  express  company  will  most  likely  reimburse  them 
for  the  loss,  since  the  carton  came  to  the  buyer's  place  of 
business  in  a  damaged  condition  and  the  damage  was  noted 
on  the  delivery  receipt.  Thus  they  decide  to  give  this  cus- 
tomer an  allowance  for  the  two  dozen  notebooks.  The  billing 
clerk  is  instructed  to  prepare  a  Credit  Memorandum. 
The  illustration  above,  picturing  a  copy  of  the  credit  memo- 
randum, shows  what  such  a  form  includes.  In  addition  to 
the  printed  items,  you  will  find : 

1.    The  number  of  the  credit  slip. 
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2.  The  date  of  the  credit  memorandum. 

3.  The  name  and  address  of  the  customer  who  is  credited. 

4.  The  reason  for  the  credit. 

5.  The  amount  of  the  credit. 

Notice  that  the  amount  of  the  credit  is  calculated  as  follows : 
2  doz.  Loose-leaf  Notebooks  at  $2.50  —  $5.00 
Less  20%  and  10%  =     1.40 

Credit  for  2  dozen  notebooks  =  $3.60 

Strong  &  Williams  mails  a  letter  apologizing  for  the 
inconvenience  to  Young  &  Martin  and  encloses  the  credit 
memorandum.  Later,  a  claim  for  goods  damaged  while  in 
transit  is  sent  to  the  express  company.  After  a  thorough 
investigation  as  to  the  cause  of  the  damages,  the  express 
company  mails  a  check  for  $3.60  to  Strong  &  Williams  in 
full  settlement  of  the  claim. 

We  should  remember  that  the  receiving  clerk  of  Strong 
&  Williams,  while  checking  goods  received  to  fill  purchase 
orders,  reported  similar  damages  in  shipments  to  the  head 
of  stock.  As  a  result,  Strong  &  Williams  also  received 
credit  memoranda  from  firms  selling  goods  to  them. 

Bills  for  Materials  and  Labor 

Problem  2.  The  Atlas  Glass  Works,  Inc.,  is  hired  by  Vance  &  Mar- 
tens to  install  glass  in  its  show  windows.  After  the  job  is  completed, 
the  billing  department  is  advised  that  two  men  took  3'/2  hours  each 
to  install  two  9'  x  12'  plate  glass  windows.  The  labor  is  to  be  charged 
at  $1.20  per  hour,  and  the  glass  at  70c  per  square  foot.  There  is 
also  an  additional  charge  of  $3.50  for  cartage.  How  are  all  these 
items  billed  by  the  Atlas  Glass  Works,  Inc.? 

On  page  343  is  a  copy  of  the  bill  prepared  by  the  billing 
clerk  of  the  Atlas  Glass  Works,  Inc.  This  bill  contains 
charges  for  materials,  cartage,  and  labor.  You  will  observe 
that  the  three  items  added  together  make  up  the  total 
amount  billed  to  Vance  &  Martens. 

According  to  illustration,  page  343,  the  terms  of  credit  on 
the  bill  sent  to  Vance  &  Martens  on  August  15,  193-,  are 
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cash,  less  2%.  When  is  payment  expected?  The  customer 
is  expected  to  pay  this  bill  within  a  few  days  after  August 
15,  193-,  the  date  of  completion  of  the  job  and  of  the  Wil- 
ing. For  such  prompt  payment  he  is  entitled  to  a  cash 
discount  of  2%,  on  cost  of  material  only.  How  much  will 
be  received  by  the  Atlas  Glass  Works,  Inc.,  from  Vance  & 
Martens  when  payment  is  made  on  August  17,  193- ? 


ATLAS  GLASS  WORKS,  INC. 


Our  Order  No.  4398 
Customer's  Order  No.    290 


148  MARKET  STREET 
SAN  FRANCISCO,  CAL. 


Invoice  No.     8060 
Dace  AUg.    15,    193- 


Sold  'to  Vance  &  Martens 

409  Powell  Street 
San  Francisco,  Cal, 


Terms     Cash,    ICSS 


DESCRIPTION 


Materials;  2  Plate  Glass  Windows, 
9'  x  12' ,  216  sq.  ft, 


Labor:  2  men,  3£  hours  each 


70 


20 


151 


163 


10 


Bill  for  Materials  and  Services 

In  sending  merchandise  invoices  to  customers,  only  the 
selling  price  of  the  goods  is  considered,  while  bills  sent  for 
materials  and  services  include  both  the  selling  price  of 
materials  consumed  on  the  job  plus  the  cartage  and  the 
charges  for  services  and  labor. 

Bills  for  Labor  and  for  Services 

Consumers  sometimes  receive  bills  for  labor  or  bills  for 
services.  On  such  bills  you  will  find  that  there  is  no  charge 
made  for  materials  and  cartage.  Why  are  these  charges 
omitted  ? 

Carpenters,  plumbers,  painters,  glaziers,  etc.,  send  bills 
to  customers  for  labor  and  materials  or  for  labor  alone. 
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If  you  wish  to  supply  your  own  material  and  use  only  the 
labor  of  the  carpenter,  how  will  you  procure  this  material? 
Doctors,  dentists,  accountants,  and  attorneys  send  bills 
to  their  clients,  "for  services  rendered."  How  do  these  pro- 
fessional men  determine  the  amount  due  them  ? 

Summary 

Special  problems  in  billing  arise  in  receipting  invoices, 
in  preparing  credit  memoranda,  and  in  rendering  bills 
for  services,  labor,  and  materials.  Services  include  the  cost, 
of  labor  and  cartage ;  and  materials,  the  cost  of  such  things 
as  glass,  paints,  lumber,  etc.,  used  on  a  job. 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  Credit  memoranda  were  prepared  by  the  billing  clerk  of 
Strong  &  Williams  on  the  complaints  of  five  customers.   Find  the 
amount  of  credit  given  to  each  customer  for  the  following  re- 
turns, allowances,  or  shortages : 

Credit  Slip  No.  409 — 10       gross  Memo  Books  @  $9.75  per  gross. 

410 —  3       doz.  Numbering  Machines  @  39.00  per 

dozen. 

411—  iy2  M  Legal  Flat  Envelopes  @  26.50  per  M 

412—  y2  doz.  Date  Stamps  @  3.10  per  dozen 

413 —  4       doz.  Loose-leaf  Notebooks  @  2.50  per 

dozen  less  20% 

2.  A  bill,  prepared  in   the  billing  department  of  the  Atlas 
Glass  Works,  contained  these  items : 

4  plate  glass  windows,  12'  x  5'  each,  240  sq.  ft.,  at  66 %c; 
4  men,  2  hrs.  each,  8  hrs.  at  $1.50. 

(a)  What  was  the  cost  of  each  item? 

(b)  What  was  the  total  cost  if  there  was  an  additional  cartage 
charge  of  $2.50? 

(c)  What  is  the  net  amount  paid  if  a  cash  discount  of  2%  was 
granted  (on  the  merchandise  only)  ? 

GROUP  II 

1.  Occasionally,  you  will  find  a  business  firm  that  takes  unfair 
advantage  of  the  privilege  of  returning  merchandise.  The  firm 
will  send  back  goods  that  it  was  unable  to  sell  and  make  a  claim 
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for  credit  on  the  ground  that  the  goods  were  inferior,  etc.  Why 
should  such  a  practice  be  strongly  condemned?  Why  would  the 
seller  be  justified  in  resisting  such  a  claim? 

2.  A  doctor  sends  a  statement  of  his  fees  for  visits    to  a 
patient;  a  lawyer  bills  a  client  for  legal  work  rendered;  an  ar- 
chitect sends  a  bill  to  a  builder  for  plans  that  he  has  drawn. 
How  do  the  bills  rendered  by  each  resemble  the  bills  of  a  car- 
penter or  of  a  plumber? 

3.  Prepare  invoice  No.  892  sent  by  the  billing  clerk  of  Strong 
&  Williams,  showing  the  receipting  of  the  invoice  as  acknowl- 
edgment of  payment.    Here  are  the  facts  for  the  receipted  in- 
voice:   Date  of  inv.,  Apr.  15,  193- ;  terms  of  credit,  cash,  less 
2%  ;  no  customer's  order  number ;  ship  by  parcel  post  on  Apr. 
15,  193-  to  Mount  Morris  Stationery  Store,  1883  Madison  Ave., 
City:  5  doz.  Stamp  Pads  @  $2,90,  5  doz.  Date  Stamps  @  $3.10; 
date  of  payment,  April  18,  193-. 

4.  Prepare  the  credit  memorandum  sent  by  the  billing  clerk  of 
the  J.  W.  Carstairs  Co.,  1512  Adams  Street,  Cincinnati,  Ohio,  to 
Charles  Lambert,  152  Broad  Street,  Toledo,  Ohio,  for  the  return 
of  1  bolt  of  blue  Taffeta,  56  yds.,  @  $1.25. 

5.  The  billing  clerk  of  the  Atlas  Glass  Works,  148  Market  St., 
San  Francisco,  Calif.,  renders  a  bill  to  Jepson  &  Co.,  176  Market 
Street,  City,  on  July  16,  193-,  at  terms  of  cash  less  2%,  for  ma- 
terials and  services,  as  follows: 

3  Plate  Glass  Windows,  8'  x  12',  288  sq.  ft.,  @  $.80 
3  Men,  3  hrs.  each,  9  hrs.,  @  $1.25 
Cartage  $2.75 

(a)  Prepare  the  bill. 

(b)  Write  the  "cash  discount"  memorandum  on  the  bill. 


UNIT  XII 
PAYING  EMPLOYEES  FOR  SERVICES 

LESSON  1 
A  SIMPLE  PAYROLL  PROBLEM 


CHECK  NO.  154-3 


EVERYWHERE 

;E 

r-rCc 


SSiSSL  (  PAYROLly 


Courtcsv:  Int'l  Bus.  Machines 


Behind  the  Payroll 

The  owner  or  owners  of  a  business  organization  receive 
payments  from  customers  for  merchandise  sold  and  services 
rendered.  These  payments  include  compensation  for  time 
devoted  to  the  business,  and  a  return  upon  the  capital 

346 


PAYING    EMPLOYEES    FOR    SERVICES         347 

invested.  But  clerks,  factory  workers,  and  others  also  ren- 
der services  to  the  business  organization.  What  share  of 
the  business  income  is  due  them  for  their  efforts  and  time? 

In  considering  this  problem  several  questions  arise.  Why 
are  the  employees  of  Strong  &  Williams,  for  instance,  as 
well  as  those  of  other  concerns,  willing  and  eager  to  carry 
out  their  duties  efficiently?  Are  employees  in  all  concerns 
paid  on  the  same  basis?  Why  not?  What  are  the  most 
common  bases  of  paying  employees?  How  does  the  basis 
of  paying  affect  the  procedure  involved  in  paying?  To 
answer  all  these  questions  we  cannot  confine  ourselves  to 
the  concern  of  Strong  &  Williams  alone,  as  it  does  not 
afford  us  enough  examples  of  the  varied  payroll  problems 
met  with  in  business.  Therefore,  we  shall  consider  the  pay- 
roll operations  of  a  number  of  concerns,  each  of  which 
offers  a  distinct  and  typical  payroll  procedure. 

The  payroll  practices  of  each  of  these  concerns  will  be 
examined  under  these  four  aspects : 

1.  The  system  of  paying  employees. 

2.  The  records  kept  for  payroll  purposes. 

3.  The  method  of  figuring  each  employee's  pay  and  the 
pay  of  all  employees. 

4.  The  method  of  obtaining  and  distributing  the  payroll 
money. 

In  each  of  the  concerns  you  will  find  that  either  a  special 
payroll  clerk,  or  the  bookkeeper,  attends  to  all  these  details. 

Problem  1.  Mr.  John  Hughes  owns  and  operates  a  wholesale 
novelty  business.  He  employs  twelve  people,  each  of  whom  is  paid 
by  the  week.  During  the  week,  the  working  day  is  seven  hours,  from 
nine  to  five,  with  one  hour  free  for  lunch.  On  Saturday  the  working 
day  is  four  hours,  from  nine  to  one.  Show  how  the  four  phases  of 
the  payroll  procedure  are  carried  out  in  this  concern. 

System  of  Paying  Employees — The  Weekly  Basis 

Mr.  Hughes'  employees  are  paid  weekly;  that  is,  they 
are  receiving  a  salary.  They  receive  weekly  salaries  for 
thirty-nine  hours  of  work,  as  follows: 
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Employee  No.  1,  $18.00;  No.  2,  $14.00;  No.  3,  $14.50; 
No.  4,  $16.00;  No.  5,  $26.00;  No.  6,  $32.00;  No.  7,  $20.00; 
No.  8,  $22.00;  No.  9,  $23.00;  No.  10,  $18.00;  No.  11,  $35.00; 
No.  12,  $50.00. 

Keeping  a  Record  of  Employees'  Working  Time 

The  concern  uses  the  simplest  form  of  payroll  record,  the 
time  book.  As  each  employee  enters  in  the  morning,  the 
time  of  his  arrival  is  recorded  in  the  time  book  under  the 
In  column  of  the  proper  day  of  the  week  on  a  line  with 
his  number  and  name.  At  the  end  of  the  day,  his  time  of 
departure  is  recorded  in  the  Out  column  for  that  day. 
(No  record  is  kept  of  the  Out  and  In  times  at  the  lunch 
period.)  The  bookkeeper,  since  a  special  payroll  clerk  is 
unnecessary  in  so  small  a  business,  can  readily  discover 
absences  and  latenesses  by  means  of  this  "timing"  plan  and 
make  the  deductions  for  these  as  required  by  the  rules  of 
the  concern. 

A  time  book  contains  the  following  information: 

1.  The  week  and  the  year,  in  the  heading. 

2.  The  number  of  each  employee.    (Employees  are  more 
easily  identified  by  numbers.) 

3.  The  name  of  the  employee. 

4.  His  position. 

5.  The  days  of  the  week,  each  with  an  "In"  and  an 
"Out"  column. 

6.  The  total  number  of  working  hours. 

The  time  book  is  still  used  in  certain  schools  to  record 
teachers'  time,  although  time  clocks  are  now  installed  in 
many  modern  school  buildings.  Time  books  of  pocket  size 
are  generally  used  to  record  the  time  worked  daily  by  labor- 
ers and  mechanics  employed  out  of  doors  or  at  a  distance 
from  their  company's  office. 

Preparing  a  Weekly  Payroll  Sheet 

At  the  end  of  the  week,  the  payroll  sheet  shown  on  page 
349  is  prepared  from  the  record  appearing  in  the  time  book. 
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The  payroll  sheet  has  separate  columns  for  the  employee's 
number,  his  name,  the  salary  he  earned  that  week,  and  his 
signature  for  the  receipt  of  pay. 

Note  that  all  the  employees,  except  Frank  Atkins  (No.  2) 


JOH 

Payroll 

N     HUGHES 

for  Week  Ending           HSZ  lBf                              IQ3- 

NO. 

NAME 

WMkly  Salary  Earned 

EMPLOYEE  S  SIGNATURE 

1 

John  Andrews 

$18 

00 

L/-^"^^--?^x/X-^<»^w*>/x<e^<!A-^ 

2 

Frank  Atkins 

13 

73 

<7 

3 

William  Bernard 

14 

50 

4 

Charles  Dale 

16 

00 

C&u£)JL.^S 

5 

Richard  Moore 

24 

00 

6 

Howard  Holmes 

32 

00 

7 

Florence  McGee 

20 

00 

8 

Charles  Hainan 

22 

00 

9 

John  Evans 

23 

00 

10 

Kaye  Lewis 

18 

00 

11 

Art'THT  DletZ 

35 

00 

12 

Lewis  Nichols 

50 

00 

$286 

23 

Payroll  Sheet— Weekly  Wage— Simple  Form 

and  Richard  Moore  (No.  5),  received  credit  for  thirty-nine 
hours  of  work.  Frank  Atkins  was  late  three  times  during 
the  week,  and  lost  three-quarters  of  an  hour's  pay.  Al- 
though he  was  late  five  minutes  or  less  each  time,  he  lost 
fifteen  minutes'  pay  each  of  the  days.  What  would  happen 
if  Frank  Atkins  continued  to  come  late?  Richard  Moore 
worked  from  one  to  five  P.  M.  only  on  Tuesday,  losing  three 
hours'  pay  for  the  morning's  absence. 

Calculating  the  Amount  of  Salary  Due  Employees 

How  does  the  bookkeeper  calculate  the  salaries  earned 
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by  Frank  Atkins,  and  Richard  Moore,  and  all  other  em- 
ployees during  the  week  in  question  ? 

Frank  Atkins'  weekly  salary  for  39  hours  $14.00 

Hourly  salary  =  $14.  -H  39  =  $.36. 

Loss  of  %  hour  for  lateness  =  %  x  $.36  =  .27 

Weekly  pay  =  $14.00  less  $.27  =  $13.73 

Richard  Moore's  iveekly  salary  for  39  hours  $26.00 

Hourly  salary  =  $.66  2/3. 

Loss  of  3  hours  =  3x2/3=  2.00 

Weekly  pay  =  $26.00  less  $2.00  =  $24.00 

The  other  employees  receive  a  full  week's  salary.  The 
total  of  the  payroll,  $286.23,  is  obtained  by  adding  the 
weekly  salaries  earned  by  all  employees. 

Obtaining  and  Distributing  the  Payroll  Money 

We  have  seen  that  the  bookkeeper  needs  the  sum  of 
$286.23  for  the  payroll.  In  what  denominations  should  he 
get  this  money?  How  shall  he  obtain  it  in  the 'exact  denom- 
inations he  wants  it?  How  shall  he  distribute  it  to  the 
employees  ? 

1.  The  Currency  Break-up.  (The  Coin  Sheet.)  To  ob- 
tain the  denominations  needed  shall  the  bookkeeper  get 
2  $100  bills,  86  $1.00  bills,  2  dimes,  3  pennies;  or  286 
singles,  4  nickels,  3  pennies;  or  shall  he  get  bills  and  coins 
in  some  other  quantity  groupings? 

Mr.  Hughes'  bookkeeper  must  have  the  exact  number  of 
every  denomination  of  bills  and  coins  in  order  to  be  able  to 
pay  each  employee  the  exact  sum  due  him.  At  paying  time, 
on  Saturday,  it  would  cause  a  waste  of  time  should  the 
bookkeeper  suddenly  be  obliged  to  get  change  because  he 
had  not  provided  himself  with  the  right  type  of  denom- 
inations of  bills  and  coins.  The  getting  of  2  $100  bills,  86 
$1.00  bills,  2  dimes,  and  3  pennies  for  payroll  needs  might 
help,  in  the  case  of  employee  No.  5,  who  is  to  receive  $24, 
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but  how  will  the  bookkeeper  be  able  to  pay  $13.73  to  em- 
ployee No.  2? 

The  bookkeeper  realizes  that  if  he  obtains  the  largest 
possible  denominations  of  bills  and  coins  to  cover  each  em- 
ployee's salary,  he  then 
will  have  the  correct 
amount  for  every  pay- 
ment when  the  time 
comes  for  distributing 
the  money  into  the  pay 
envelopes.  Therefore  he 
decides  to  prepare  a  cur- 
rency break-up  or  coin 
sheet  for  the  purpose. 

Analyzing  the  curren- 
cy break-up  shown  on 
this  page,  which  is  a  copy 
of  that  prepared  by  the 
bookkeeper  for  John 
Hughes,  you  notice  that 
the  weekly  pay  of  em- 
ployee No.  1  is  $18.00. 


For  Pi 

JOHN     HUGHES 

CURRENCY  BREAK-UP 
tyroll  for  Week  Ending      May  ifl,                          > 
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Currency  Break- Up  Sheet 


Breaking  this  sum  up  into  the  highest  possible  bill  de- 
nominations, you  get  one  $10,  one  $5,  and  three  $1  bills. 
($2  bills  are  generally  not  wanted  by  employees.)  In  the 
proper  denomination  columns  the  bookkeeper  sets  down  a 
1,  a  1,  and  a  3.  For  employee  No.  2,  whose  pay  is  $13.73, 
the  currency  break-up  is  one  ten-dollar  bill,  three  one-dollar 
bills,  one  half-dollar,  two  dimes,  and  three  pennies,  all  of 
which  is  noted  on  line  two  in  the  correct  columns  of  the 
form.  In  a  like  manner,  the  payroll  clerk  breaks  up  the 
amount  due  each  employee  into  its  highest  possible  bill  and 
coin  denominations.  You  will  observe  that  a  twenty-dollar 
bill  column  is  not  used  in  the  currency  break-up.  Why? 
The  payroll  clerk  adds  each  denomination  column,  and 
determines  how  many  of  each  denomination  of  bill  and  coin 
he  is  to  obtain.  To  prove  the  break-up  he  uses  an  "internal 
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check."  He  finds  the  total  money  value  of  each  denomina- 
tion. For  example,  the  sum  at  the  bottom  of  the  five-dollar 
denomination  column  is  4,  the  total  number  of  five-dollar 
bills.  The  money  value  is  $20.00  (4  X  $5.00).  The  total  of 
these  answers  must  equal  the  payroll  total. 

2.    Change  Memorandum.       The  bookkeeper  having  com- 
pleted the  currency  break-up,  is  still  not  ready  to  draw  the 

payroll  money  from  the 
bank.  He  cannot  sub- 
mit the  currency  break- 
up sheet  to  the  bank 
teller,  nor  order  orally 
the  coins  and  bills 
needed  for  the  payroll 
— first,  because  the  cur- 
rency break-up  sheet 
contains  information 
that  should  not  be  re- 
vealed to  the  bank  tell- 
er; and  second,  because 
an  oral  order  is  not  as 
reliable  and  definite  as 
a  written  order.  There- 
fore the  bookkeeper  fills 
out  another  form,  called 

a    currency   or   change 
Currency  or  Change  Memorandum  ,  T4. 

memorandum.     If    you 

observe  the  illustration  on  this  page  showing  the  form  filled 
out,  you  will  see  that,  after  each  denomination,  the  payroll 
clerk  writes  the  number  of  that  denomination  required  and 
its  money  value  and  then  adds  these  money  values  to  get 
the  total.  The  sum  he  obtains  equals  the  total  of  the  pay- 
roll. These  currency  memorandum  blanks  are  usually  fur- 
nished by  the  bank.  When  printed  slips  are  not  available, 
the  'memorandum  relating  to  the  bills  and  coins  required 
may  be  made  on  the  reverse  side  of  the  payroll  check. 


CURRENCY  FOR  PAY  ROLL 
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3.  Payroll  Check;  Obtaining  the  Money  for  the  Pay- 
roll. To  obtain  the  money  at  the  bank  the  payroll  clerk 
must  bring-  with  him  a  check  signed  by  the  proprietor,  John 
Hughes.  The  illustration  below  shows  you  how  the  payroll 
check  is  made  out.  Notice  that  it  is  a  written  order  made 
on  the  Security  National  Bank,  drawn  by  John  Hughes  for 
$286.23.  (John  Hughes  has  his  business  account  at  this 
bank.) 


Chicago.  HI         <fr?s>  /t, 


THE  SECURITY  NATIONAL  BANK 

Pay  to  the 


Payroll  Check 

Having  the  check,  the  bookkeeper  is  now  ready  to  get  the 
payroll  money.  He  takes  the  currency  memorandum  and 
the  payroll  check  to  the  Security  National  Bank,  and  pre- 
sents both  at  the  paying  teller's  window.  The  paying  teller, 
after  making  a  careful  inspection  of  the  check  and  the 
person  who  is  to  get  the  money,  counts  out  the  bills  and 
coins  noted  on  the  currency  memorandum  and  hands  them 
to  the  bookkeeper.  Why  should  the  latter  recount  the  money 
before  he  leaves  the  teller's  window?  What  precautions 
should  the  bookkeeper  take  not  to  lose  the  money  on  his 
way  back  to  the  office?  How  can  the  firm  of  John  Hughes 
guard  against  a  possible  loss,  theft,  or  holdup1  of  this  cash? 

4.  Distributing  the  Payroll  Money.  Having  brought 
this  payroll  cash  back  to  the  office,  shall  the  payroll  clerk 
wait  until  the  employees  call  for  their  pay  and  count  out 
the  money  while  the  employee  is  there,  or  shall  he  put  each 
one's  pay  in  an  envelope  beforehand  and  hand  the  envelope 
to  him?  The  latter  method  is  employed  by  the  bookkeeper 
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of  John  Hughes,  since  it  is  obviously  the  better  one.  In 
making  up  the  cash  sums  to  be  enclosed  in  each  employee's 
envelope,  the  bookkeeper  uses  the  denomination  units  indi- 
cated by  the  currency  break-up.  As  the  employee  receives 
his  salary,  he  is  directed  to  sign  the  payroll  sheet. 

After  all  employees  are  paid,  what  additional  proof  has 
the  payroll  clerk  to  insure  that  the  correct  amount  of  cash 
has  been  obtained  from  the  bank?  This  kind  of  verification 
is  an  example  of  an  "external  check."  Why? 

Summary 

The  payroll  clerk  or  bookkeeper  is  in  charge  of  the  pay- 
roll records  by  which  each  employee's  salary  is  determined. 
The  time  book  indicates  the  time  worked  and  the  deductions 
necessary  for  absences  and  latenesses,  and  from  it  the  pay- 
roll sheet  is  made  out.  The  currency  break-up  or  coin  sheet 
enables  the  bookkeeper  to  arrive  at  the  number  of  each  de- 
nomination of  bills  and  coins  required  for  the  total  weekly 
payroll.  A  change  memorandum  and  a  payroll  check  are 
tendered  to  the  bank  teller  who  pays  out  the  money  drawn 
for  the  payroll.  Upon  distribution  to  the  employees  the  pay- 
roll clerk  has  the  employee  sign  his  name  on  the  payroll 
sheet.  "Internal"  and  "external"  checks  are  useful  aids  in 
insuring  the  accuracy  of  the  figures  involved  in  recording 
and  distributing  the  payroll. 

Business  Vocabulary 

employee  columns  analyze 

deduction  denominations 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  The  firm  of  William  Downer  pays  its  employees  by  the 
week.  They  work  week  days  from  8  to  5,  with  one  hour  for 
lunch,  and  Saturdays,  from  8  to  12. 

(a)  How  many  hours  are  there  in  each  employee's  full  work- 
ing week? 
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(b)  What  part  of  his  weekly  salary  would  a  clerk  lose  if  he 
were  absent  on  a  week  day  ?  On  a  Saturday  ? 

2.  Strong  &  Williams  maintains  a  forty-hour  week  and  pays 
most  of  its  employees  weekly  salaries.    What  is  the  hourly  pay 
of  each  of  five  employees  whose  weekly  earnings  are:  $24,  $16, 
$20,  $18,  and  $32  respectively? 

3.  A  clerk  employed  on  a  forty-hour  weekly  basis  receives  a 
salary  of  $20.   How  much  does  he  lose  for  an  absence  on  a  Mon- 
day, from  8  to  11  A.  M.? 

4.  With  the  following  salaries,  earned  by  employees  of  Wil- 
liam Downer,  show  what   number  and  what  denominations    of 
bills  and  coins  are  required  to  make  up  each:   $18.70,   $36.00, 
$23.75,  $14.00,  $58.43. 

GROUP  II 

1.  The  firm  of  John  Carpenter  does  not  make  a  deduction  in 
wages  for  lateness  of  less  than  fifteen  minutes.    What  is  the 
reason  for  this  rule  ?  How  does  the  firm  protect  itself  against  an 
employee  who  takes  unfair  advantage  of  this  rule? 

2.  According   to   the   time   book,    John    Hughes'   bookkeeper 
finds  that  during  the  week  following  the  one  mentioned  in  illus- 
tration on  page  349  (the  week  ending  May  18,  193-)  the  following 
deductions   for  absence  and  lateness   are   necessary:    Employee 
No.  3,  2V2  hours;   No.  7,  %  hr.;  No.  10,  7  hours.    The  salary 
of  employee  No.  4  has  been  increased  $2.50. 

Prepare  the  following:  (a)  The  Payroll  Sheet,  (b)  The  Cur- 
rency Break-Up,  (c)  The  Currency  Memorandum,  (d)  The  Pay- 
roll Check. 


LESSON  2 

PAYROLL  PROBLEM  OF  A  LARGE  WHOLESALE 
TRADING  CONCERN 

The  payroll  routine  employed  in  the  concern  of  John 
Hughes  presented  the  simplest  of  all  the  payroll  procedures. 
Now  we  shall  take  up  a  more  advanced  problem,  one  in 
which  the  steps  are  more  complicated. 
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Problem  1.  Strong  &  Williams  purchases  merchandise  from 
Jackson  &  Grant,  a  wholesale  trading  concern,  in  Chicago,  Illinois. 
Jackson  &  Grant  has  a  great  many  customers,  each  of  whom  buys  in 
large  quantities  only.  A  large  staff  of  employees  is  maintained  in  its 
various  departments.  These  employees,  with  the  exception  of  a  num- 
ber of  executives,  are  paid  by  the  hour  on  the  basis  of  a  39-hour 
week;  and  the  hourly  wage  varies  with  the  type  of  work  done.  The 
executives  are  paid  by  the  week.  How  does  the  basis  upon  which 
employees  are  paid  here  differ  from  that  upon  which  they  are  paid 
by  firms  such  as  John  Hughes?  What  new  records  must  the  payroll 
clerk  keep?  How  are  the  weekly  wages  of  the  employees  com- 
puted? What  changes  are  there  in  the  procedure  of  obtaining  and 
distributing  payroll  money? 

System  of  Paying  Employees — The  Hourly  Basis 

As  was  stated  in  the  problem,  only  the  executives  of 
Jackson  &  Grant  are  paid  on  a  weekly  basis.  The  rest  of 
the  employees  are  paid  by  the  hour  and  each  employee's 
total  pay  for  the  week  depends  upon  the  number  of  hours 
he  has  worked  during  the  week  and  the  hourly  rate  of  pay 
he  receives. 

Keeping  a  Record  of  Each  Employee's  Working  Time  by  a 
Time  Clock 

For  a  large  organization,  such  as  Jackson  &  Grant,  the 
time  book  used  by  Mr.  Hughes'  payroll  clerk  is  inadequate, 
because  it  would  necessarily  be  signed  by  so  many  employees 
that  in  a  short  time  it  would  become  illegible  and  unfit  for 
use.  There  are  other  disadvantages  in  using  a  time  book 
to  record  time.  What  are  they?  Accordingly,  another  plan 
of  time  recording  is  followed  by  Jackson  &  Grant.  Each 
employee  is  supplied  with  a  time  card,  on  which  he  keeps 
his  own  time  record.  Thus  you  see  that  the  responsibility 
for  keeping  a  clean  time  record  rests  with  each  employee. 

But  a  difficulty  arises.  How  can  Jackson  &  Grant  make 
certain  that  the  correct  times  of  arrival  and  departure  are 
entered  on  the  time  card?  To  overcome  this  difficulty  time 
clocks  are  used.  In  the  illustration  on  page  357  you  can  see 
an  Electric  Card  Time  Recorder  like  the  one  installed  in  the 
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Jackson  &  Grant  offices.  Other  business  organizations  use 
the  Automatic  Payroll  Machine,  an  illustration  of  which 
appears  on  page  358. 

How  do  employees  record  on  their  time  cards  the  time  of 
arrival,  of  going  to  lunch,  of  returning  from  lunch,  and  of 


Photo   by   Ewing    Galloway 

Electric  Card  Time  Recorder 

departure  for  the  day?  At  closing  time,  a  time  clerk  (each 
department  of  Jackson  &  Grant  employs  a  special  clerk  for 
the  purpose,  although  a  manager  or  foreman  may  some- 
times fill  this  duty)  sets  the  clock  to  record  the  arrival  time 
for  the  next  morning.  In  the  morning  each  employee  re- 
moves his  time  card  from  the  "Out"  rack,  hung  to  the  left 
of  the  clock,  inserts  it  in  the  slot  of  the  time  clock,  and 
pressing  the  lever  down,  punches  his  time  of  arrival,  and 
places  the  card  in  the  "In"  rack,  to  the  right  of  the  clock. 
Leaving  for  lunch,  he  punches  the  time  "Out"  upon  the 
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card,  and  "In"  upon  returning.  At  his  departure  for  the 
day,  he  records  his  time  of  leaving  and  returns  the  time 
card  to  the  "Out"  rack.  Thus  the  time  cards,  with  the  time 
punched  mechanically  on  them  by  the  time  clock,  give  an 

accurate  and  convenient 
record  of  the  actual 
time  worked  by  every 
employee.  At  the  end 
of  the  week  the  payroll 
clerk  gathers  the  time 
cards  from  the  "Out" 
rack  and  computes  the 
wages  earned  by  each 
employee. 

We  will  examine  the 
time  cards  of  two  em- 
ployees selected  from 
the  sales  department.  A 
card  of  one  of  the  em- 

Courtesy:  Int'l  Bus.   Machines  ployeCS,      John      Burton, 

Automatic  Payroll  Machine  No     44>    ig    shown    on 

page  359.  The  following  information  is  found  on  the  top  of 
the  card :  the  week  for  which  the  record  is  being  kept,  the 
number  of  the  employee,  his  name,  and  his  position.  On 
the  middle  part  of  the  card  are  spaces  for  the  "In"  and 
"Out"  records — morning,  noon,  and  night — of  each  day  of 
the  week.  At  the  bottom  of  the  card  are  spaces  for  the 
total  time,  the  rate  per  hour,  and  the  total  wages  for  the 
week. 

Computing  Working  Time  and  Weekly  Wages  from  the  Time 
Card  Record 

On  further  examination  of  the  card  we  see  that  employee 
No.  44  punched  "In"  on  Monday  at  8:55  (the  working  day 
starts  at  9:00),  "Out"  at  12:00  for  lunch,  "In"  again  at 
1 :00,  and  "Out"  for  the  second  time  at  5 :03  (the  working 
day  ends  at  5 :00) .  The  time  he  has  worked  during  the  day 


PAYING    EMPLOYEES    FOR    SERVICES 


359 


is  totaled  as  follows:  three  hours  in  the  morning  (9:00  to 
12:00)  and  four  in  the  afternoon  (1:00  to  5:00),  making 
a  total  of  seven  hours  for  the  day.  (Note  that  the  extra 
minutes  shown  on  the  A.  M.  record  and  the  P.  M.  record 

are  not  figured  in. 
Why?)  The  time  on  the 
rest  of  the  card  is  com- 
puted in  the  same  way. 
Thirty-eight  hours,  the 
total  time,  is  written  at 
the  bottom  of  the  card. 
His  weekly  wage, 
$22.80,  is  found  by  mul- 
tiplying the  thirty- 
eight  hours  by  his  hour- 
ly rate,  60c.  The  amount 
is  placed  at  the  bottom 
of  the  card.  Employee 
No.  48  "clocked  in"  at 
10:00  o'clock  on  Tues- 
day and  on  Friday,  so 
that  he  received  credit 
for  two  hours,  only,  in 
the  morning,  and  only 
six  for  the  entire  day. 
His  total  time  for  the 
week  is  thirty-seven 
hours.  At  an  hourly  rate  of  40c,  what  will  his  weekly 
salary  be:  Time  irregularities  are  automatically  punched 
in  red  figures  by  the  time  clock.  Of  what  aid  is  this?  In 
like  manner  the  "time"  and  weekly  salaries  of  the  other 
employees  in  the  various  departments  are  calculated. 

Making  the  Payroll  Sheet 

As  might  be  expected,  the  payroll  sheet,  itself,  will  differ 
somewhat  from  the  one  described  in  the  preceding  lesson. 
Look  at  the  payroll  sheet  on  page  360,  which  the  payroll 
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JACKSON  &  GRANT 

PAY  ROLL  SHEET 

For  Week  F.nAinK          June   15. 
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Payroll  Sheet — Clerks,  Salesmen,  and  Executives 
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clerk  of  Jackson  &  Grant  prepared,  and  notice  that  the 
number  of  hours  worked  by  each  employee  each  day  of  the 
week,  according  to  the  time  card,  is  placed  in  separate  col- 
umns assigned  to  the  days  of  the  week.  The  total  number 
of  hours,  the  wage  rate  per  hour,  and  the  weekly  wage  of 
each  employee  are  also  shown. 

Preparing  the  Currency  Break-up  and  the  Currency  Memo- 
randum; Getting  the  Payroll  Check;  Obtaining  the  Cash  at 
the  Bank 

The  currency  break-up  and  the  currency  memorandum 
do  not  differ  from  those  prepared  by  the  John  Hughes'  book- 
keeper. The  same  rule  for  break-up  applies :  Use  the  highest 
possible  denomination.  The  payroll  clerk  similarly  receives 
a  payroll  check  from  an  executive,  and  presents  it  with  the 
currency  memorandum  at  the  paying  teller's  window  at  the 
bank  and  obtains  from  him  the  total  payroll  cash. 

Distributing  Each  Employee's  Pay  in  Payroll  Envelopes  with 
Receipt  Flaps  Attached 

There  is,  however,  a  change  in  the  method  of  obtaining 
receipts  for  pay  distributed  to  employees.  Since  it  is  not 


Chicago,  I//.,  ... 
Received  from  JACKSON  &  GRANT 


Payment  in  full  for  all  service* 


Form  68 


Courtesy:   General   Printing   Ink    Corp. 


Payroll  Envelope  with  Receipt  Flap 
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desirable  to  have  employees  know  one  another's  earnings, 
unless  they  themselves  are  willing  to  disclose  them,  a  "pay 
receipt"  column  on  the  payroll  sheet  is  not  used.  Flaps,  on 
which  the  signature  of  receipt  can  be  written,  are  attached 
to  each  pay  envelope.  The  illustration  on  page  361  shows 
such  a  pay  envelope.  The  employee's  pay  is  enclosed  in  the 
envelope  at  the  time  the  payroll  is  made  up.  On  pay  day  the 
employee  comes  up  to  the  cashier,  signs  the  receipt  flap,  de- 
taches it  from  the  envelope,  hands  it  back  to  the  cashier, 
and  keeps  the  envelope  and  its  contents. 

Summary 

Business  concerns  pay  by  the  hour  as  well  as  by  the  week. 
In  larger  organizations  time  cards  and  time  clocks  are  used 
to  record  time  worked  by  employees.  Pay  envelopes  are 
also  used,  often  with  receipt  flaps  attached.  The  rest  of  the 
payroll  procedure  does  not  differ  much  from  that  used  in 
smaller  concerns. 

Business  Vocabulary 

inadequate  reckoned  analysis 

detached 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  The  payroll  sheet  of  the  shipping  department  of  S.  Went- 
worth  &  Sons,  wholesale  confectioners,  whose  employees  are  paid 
by  the  hour,  showed  the  following  for  the  week  ending  June  6, 
193- : 

Rate 

Per  Weekly 
Hour    Pay 
75c       ... 
60c 

60c  ... 
50c  ... 
75c  ... 

(a)  What  was  the  total  number  of  hours  worked  by  each  em- 
ployee during  the  week? 


Employee's 

Hours  Worked 

Total 

Number 

M. 

Tu. 

W. 

Th. 

F. 

S. 

Hours 

28 

9 

9 

8 

9 

9 

4 

.  .  . 

29 

8 

9 

8 

9 

8 

3 

30 

9 

9 

9 

9 

9 

5 

31 

9 

9 

8 

8 

8 

4 

32 

9 

9 

9 

0 

9 

4 
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(b)   What  was  each  employee's  weekly  pay? 
2.     The  payroll  sheet  for  the  office  force  of  S.  Wentworth  and 
Sons  showed  the  following  for  the  week  ending  June  6,  193- : 

Employee's  Number  Weekly  Pay 

15  $65.00 

16  48.00 

17  38.00 

18  28.00 

19  24.25 

20  24.25 

21  23.50 

22  18.50 

23  18.50 

24  16.00 

25  15.00 

(a)  What  is  the  total  weekly  payroll  for  the  department? 

(b)  What  is  the  average  weekly  pay  in  this  department? 

GROUP  II 

1.  The  time  cards  at  Jackson  &  Grant's  are  filed  away  by  the 
payroll  clerk  after  the  payroll  sheet  has  been  prepared. 

(a)  How  are  the  cards  filed? 

(b)  What  need  is  there  for  filing? 

(c)  What  legal  proof  are  the  time  cards  of  the  number  of 
hours  worked  by  each  employee  ? 

2.  Each  employee  of  Jackson  &  Grant  is  required  to  sign  the 
receipt  form  attached  to  the  payroll  envelope.    What  should  the 
employee  do  after  he  signs  the  receipt  and  before  he  leaves  the 
payroll  window?  Why? 

3.  State  in  each  of  the  following  instances  why  the  practice 
is  unfair: 

(a)  Employees  "punch"  time  cards  for  one  another. 

(b)  Employees  come  in  a  few  minutes  late  frequently. 

(c)  Employees   "punch  out"    at  the  very  minute    of  closing 
time  each  day. 

(d)  Employees  make  a  habit  of  exceeding  their  lunch  hour 
by  a  few  minutes. 

4.  The  Graham  Jobbing  House  of  Detroit,   Michigan,  pays 
its  employees  by  the  hour,  with  the  exception  of  the  manager. 
The  following  payroll  sheet  was  prepared  by  the  payroll  clerk 
from  the  15  time  cards  taken  from  the  time  card  rack.    (One  of 
these  time  cards,  that  of  employee  No.  7,  is  given  also.) 
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Week  endin 
No  7 

g  January  4 

193-.  . 

Night 

Name  

Leon  Ripley 

Position.  .  . 

.  .  Asst   Buyer 

Days  of 
Week 

Morn      Noon 

Noon 

In          Out 

In 

Out 

Mon 

7-55       12-01 

12:59 
1:01 
12:58 
12:57 

12:59 

5:01 
5:02 
5:02 
5:00 
5:02 

Tues 

.    7-58       12-02 

Wed.    .  .  . 

...  8:59       12:01 

Thurs 

7:59       12-03 

Fri       .    . 

7:59       12-01 

Sat 

7-59       12-01 

Total  Time. 
Total  Wages 

.43Hrs...             R 
..$47.30.  . 

ate..*. 

10.  . 

No. 


GRAHAM  JOBBING  HOUSE 
Payroll  for  the  Week  Ending  January  4,  193- 

Rate 

Hours  per  Day  Total  per 
Name  Position     MTWTFS    Hrs.  Hr.    Ami. 


1.  Florence  Knox 

2.  William  Johnson 

3.  Frank  Lasher 

4.  Arthur  Mackay 

5.  Thomas   Mitchell 

6.  Hugh  Donoghue 

7.  Leon  Ripley 

8.  John  Reilly 

9.  Geo.  Price 

10.  H.  Maclntire 

11.  William  Clark 

12.  John  Jones 

13.  Luke  Smith 

14.  John  Scott 

15.  Will  McAndrew 


Stenog.           887-84 

.60 

.  .  . 

Mgr.                888884 

.  . 

$75 

Bkkpr.             888-74 

.75 

.  .  . 

Asst.   Bk.       887884 

.45 

Mail  Cl.           884874 

.42 

. 

Off.  Clk.          88-884 

.40 

Asst.  Buyer   887884 

1.10 

.  .  . 

Asst.  Buyer   888884 

.75 

.  .  . 

Stock  Cl.          87-884 

.60 

.  .  . 

Payroll  Cl.      888884 

.50 

.  .  . 

Chauffeur       887884 

.60 

.  .  . 

Ship.  Cl.          888784 

.55 

Ship.  Cl.          8888-4 

.60 

.  .  . 

Cashier           878-84     .  . 

.75 

.  .  . 

Rec.  Cl.            888884 

.50 

Total  $ 
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(a)  Check   Leon   Ripley's   total   hours   with   the   time   card. 
Verify  the  total  time  and  total  wages  on  the  time  card.   Find  his 
total  wages.    (It  is  assumed  that  all  time  cards  have  been  sum- 
marized in  the  same  way.) 

(b)  Complete  the  payroll  sheet. 

(c).  Prepare  the  currency  break-up,  currency  memorandum, 
and  the  payroll  check  which  is  to  be  drawn  on  the  Century  Bank, 
Detroit,  Mich. 

(d)  Prepare  John  Reilly's  (Employee  No.  8)  pay  envelope 
and  receipt  flap.  (Show  the  number  of  bills  and  coins  the  en- 
velope contains.  Ask  another  student  to  sign  Mr.  Reilly's  name 
on  the  receipt  flap.) 


LESSON  3 

PAYROLL  PROBLEMS  OF  ANOTHER  LARGE 
WHOLESALE  TRADING  CONCERN 

The  bases  on  which  firms  pay  their  employees  and  their 
methods  of  calculating  their  pay  bring  up  a  number  of 
important  problems.  What  are  these  problems  and  how  are 
they  solved? 

We  will  follow  the  payroll  procedure  of  another  large 
wholesale  trading  concern,  stressing  in  particular  another 
system  of  paying  employees  and  the  method  of  calculating 
their  pay  under  this  wage  system. 

Paying  Employees  on  a  Forty-four  Hour  Week  Basis — With 
No  Additional  Overtime  Allowance 

Problem  1.  Strong  &  Williams  purchases  a  certain  item  from  a 
wholesale  concern  which  confines  itself  to  merchandising  a  few  se- 
lected articles  and  sells  them  in  huge  quantities  only.  This  concern, 
the  Empire  Trading  Co.  of  Buffalo,  New  York,  maintains  its  staff  of 
employees  on  a  forty-four  hour  working  week.  The  working  day  is 
eight  hours,  except  on  Saturday,  which  is  a  four-hour  day.  Work 
starts  at  8  A.  M.  and  ends  at  5  P.  M.  with  one  hour  during  the  middle 
of  the  day  for  lunch.  The  employees  are  paid  weekly  on  a  forty-four 
hour  basis.  What,  to  us,  is  new  in  this  system  of  paying  employees? 
How  is  each  employee's  pay  calculated? 
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The  Empire  Trading  Co.  pays  weekly  salaries  on  a  full 
forty-four  hours  a  week  basis,  making  pro  rata  deductions 
of  pay  for  less  than  forty-four  hours  of  work  in  a  single 
week.  Time  card  records  showing  a  total  of  less  than  forty- 
four  hours  worked  during  the  week  will  result  in  a  pro- 
portionate deduction  of  salary. 


THE  EMPIRE  TRADING  CO. 

PAY  ROLL  SHEET 

For  Week  KnAin*          October  27, 


NO. 


NAME 


POSITION 


HOURS  PER  DAY 


F     S 


TOTAL 

HOURS 


RATE 

PER 

WEEK 


AMOUNT 


John  Soulre 


$22 


$20.00 


Chas.  Patterson 


.28. 


33. 


Win-  Matheaon 


45 


28 


28.64 


5-50 


Total 


1072.25 


SL 


John  Howe 


_3Q_ 


..30*00 


&  1236. 8Q 


Payroll  Sheet— Weekly  Wage 

The  payroll  sheet  above  is  a  copy  of  the  one  prepared 
by  the  payroll  clerk  of  the  Empire  Trading  Co.  for  the 
week  ending  October  27,  193-.  Employee  No.  1,  who 
worked  40  hours,  and  employee  No.  2,  who  worked  38  hours, 
will  receive,  respectively,  40/44  and  38/44  of  their  weekly 
salaries  of  $22  and  $33,  or  $20  and  $28.50  respectively. 
Check  all  the  amounts  on  the  payroll.  Note  that  employees 
No.  3  and  No.  4  worked  overtime  one  hour  each,  but  re- 
ceived additional  pay  for  one  hour  only. 

The  currency  break-up  and  memorandum,  the  payroll 
check,  the  payroll  envelopes,  and  the  pay  receipts  prepared 
by  the  Empire's  clerk,  follow  the  forms  described  in  the 
previous  lesson. 
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Paying  Employees  on  an  Hourly  Basis  with  Overtime  (Time 
and  a  Half) 

Now  we  come  to  an  entirely  new  payroll  problem,  which 
makes  necessary  more  complicated  calculations  of  employ- 
ees' salaries. 

Problem  2.  The  Empire  Trading  Co.  has  changed  the  system  of 
paying  its  employees  to  an  hourly  basis,  but,  as  before,  the  normal 
working  week  remains  forty-four  hours.  During  its  busy  season  the 
firm  finds  that  it  cannot  fill  orders  promptly  when  the  help  works 
forty-four  hours  a  week,  and  decides  to  have  its  employees  work 
overtime  until  the  busy  season  is  over.  It  agrees  to  pay  for  overtime 
at  the  rate  of  time  and  a  half  for  each  overtime  hour.  Why  should 
overtime  work  be  paid  for  at  more  than  the  regular  hourly  rate? 
What  does  payment  at  the  rate  of  "time  and  a  half"  mean?  How 
are  the  salaries  of  employees  who  work  overtime  arrived  at? 

The  payment  of  special  overtime  rates  is  fair  to  the 
employee  and  advantageous  to  the  employer.  Besides  the 
regular  hours  of  work  to  which  he  is  bound  by  the  terms 
of  his  employment,  the  employee  contributes  part  of  his 
leisure  time,  and  as  overtime  work  is  required  generally  at 
the  end  of  the  day,  he  is  sure  to  be  somewhat  tired  and 
therefore  deserves  special  compensation  for  his  efforts. 
Overtime  work  benefits  the  employer,  because  it  enables  him 
to  increase  production  and  thus  be  in  a  better  position  to 
fill  his  rush  orders.  What  disadvantages  do  you  see  in  this 
basis  of  paying  employees? 

An  employee  works  one  hour  overtime.  According  to  the 
time  and  a  half  rate  of  payment,  this  one  hour  of  overtime 
is  equivalent  to  one  and  one-half  hours  of  regular  time.  The 
employee's  regular  hourly  wage  is  multiplied  one  and  a 
half  times  to  find  the  wage  paid  for  the  hour  overtime.  The 
employee  working  two  hours  of  overtime  will  receive  credit 
for  three  hours  (2x1%)  of  regular  time.  If  a  firm  pays 
at  the  rate  of  double  time  for  overtime,  why  will  overtime 
of  one  hour  be  paid  as  though  it  were  two  hours  of  regular 
work,  and  overtime  of  two  hours,  as  though  it  were  four 
hours  of  regular  work? 
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Look  at  the  payroll  sheet  below  which  was  prepared 
by  the  payroll  clerk  of  The  Empire  Trading  Co.  for  the 
week  ending  December  15,  193-.  Notice  that  this  record 
is  the  same  as  the  one  shown  on  page  366,  except  that  it  con- 
tains four  "time"  columns  instead  of  one.  The  four  col- 
umns in  which  working  time  is  entered  are  regular  time, 
overtime,  additional  overtime  allowance  (in  regular  hours' 
time),  and  the  total  number  of  hours. 


THE  EM] 
P/ 

Fo 

PIRE  1 

lY  ROLL 

r  Week  E 

HADING  CO. 

SHEET 
»Aing           December  15, 

193- 

NO. 

NAME 

POSITION 

HOURS 

PER 

DAY 

REG. 
TIME 

OVER 
TIME 

ADD. 

&£. 

TOTAl, 
Hours 

*& 
HOUR 

AMOUNT 

s 

1 

John  Squire 

8 

9 

8 

8 

8 

4 

44 

1 

* 

4^ 

$•50 

fa>2_7K 

2 

fihas.  Patterson 

ft 

9 

9 

R 

fl 

4 

44 

2 

i 

47 

•58 

27.26 

g 

Wm.  Matheaon 

R 

q 

10 

8 

9 

4 

44 

4 

?, 

fiO 

•fi7 

_2aifiO 

4 

Robert  Kane 

7 

10 

11 

R 

R 

R 

43 

6 

a 

w>, 

.fiO 

_ai*2D 

5 

Jas.  Meyer 

8 

9 

9 

9 

9 

J> 

44 

fi 

?A 

RH 

,6fi 

_33*4S 

6 

Jack  Morrlasey 

8 

9 

9 

9 

9 

7 

A^ 

7 

3i 

54i 

•60 

32.70 

7-66 

Total 

514.  95 

$ 

R90  Ad 

Payroll  Sheet — Hourly  Wage  with  Overtime  Allowance 

Calculating  the  Salaries  of  Employees  Who  Work  Overtime 

1.  Finding  the  Total  Working  Hours  Credited  to  Each 
Employee.  To  find  the  total  number  of  working  hours  cred- 
ited to  Charles  Patterson,  employee  No.  2,  this  method  is 
used:  He  worked  the  forty-four  hours  of  regular  time, 
eight  hours  each  week  day  and  four  hours  on  Saturday. 
Besides  this,  on  both  Tuesday  and  Wednesday,  he  worked 
nine  hours,  or  one  hour  overtime  on  each  of  the  two  days 
totaling  two  hours  overtime  for  the  week.  For  the  two 
hours  of  overtime  his  additional  overtime  allowance  in 
regular  hours  is  one  hour.  His  total  number  of  hours  to 
be  paid  for  is  forty-seven :  forty-four  plus  two  plus  one. 

Taking  another  example,  employee  No.  4,  we  find  the 
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total  number  of  hours  to  be  credited  to  this  employee  as 

follows : 

Step  1.    Regular  time:  43  hours 

(He  worked  only  7  hours  on  Monday) 
Step  2.    Overtime: 

Tuesday,  10  hrs. — 2  hrs.  overtime 

Wednesday,  11  hrs. — 3  hrs.  overtime 

Saturday,  5  hrs. — 1  hr.  overtime 

Total  overtime:  6  hours 

Step  3.    Additional  overtime  alowance 

For  6  hours:  3  hours 


Step  4.    Total  time  52  hours 

In  a  similar  manner  the  total  number  of  hours  to  be 
credited  to  all  the  other  employees  are  found. 

2.  Figuring  Each  Employee's  Salary  for  the  Week.  Each 
employee's  salary  for  the  week  can  be  found  by  multi- 
plying his  total  number  of  credited  hours  by  the  wage  or 
rate  he  is  paid  per  hour.  Charles  Patterson's  salary  for  the 
week  is  $27.26  and  Robert  Kane's  is  $31.20.  Show  how  these 
two  amounts  were  obtained. 

To  calculate  the  salaries  due  employees  who  work  over- 
time these  steps  should  be  clear: 

1.  Find  the  regular  number  of  hours  worked  by  each 
employee  during  the  week.    As  the  regular  working  week 
is  forty-four  hours  at  the  Empire,  this  will  be  exactly  forty- 
four  hours,  unless  the  employee  has  worked  less  than  eight 
hours  on  some  week  day  or  less  than  four  on  a  Saturday. 

2.  Find  the  overtime  hours  worked  each  day  (i.  e.,  the 
number  of  hours  more  than  eight  on  week  days  and  more 
than  four  on  Saturday)  ;  then  the  total  of  the  overtime 
hours  worked  during  the  week. 

3.  Find  the  additional  overtime  allowance.   At  time  and 
a  half  this  will  be  one-half  the  total  overtime  hours;  at 
double  time  it  will  be  equal  to  the  total  overtime  hours. 
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4.  Find  the  sum  of  the  regular  number  of  hours  (step  1) 
plus  the  overtime  hours  (step  2)  plus  the  additional  over- 
time allowance  (step  3).   This  sum  will  give  you  (step  4) 
the  total  number  of  hours  for  which  the  employee  is  to  be 
paid  at  the  ending  of  the  week's  work. 

5.  Find  the  salary  earned  by  each  employee  by  multiply- 
ing his  total  number  of  hours  found  in  step  4  by  his  rate 
of  payment  per  hour. 

Summary 

Employees  may  be  paid,  either  weekly  or  hourly,  on  the 
basis  of  a  certain  minimum  number  of  working  hours  per 
week,  as,  for  example,  forty-four  hours:  eight  on  week 
days  and  four  on  Saturday.  Overtime  may  be  paid  for  at 
the  rates  of  time  and  a  half,  double  time,  etc.  The  overtime 
and  the  additional  overtime  allowance,  plus  the  regular 
time,  comprise  the  total  number  of  working  hours  credited 
to  the  employee  at  the  end  of  the  week.  This  credited  time 
multiplied  by  the  rate  of  payment  per  hour  gives  the  total 
salary  earned  by  the  employee. 

Business  Vocabulary 

pro  rata  equivalent  regular 

proportionate  normal  comprise 


ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  Stebbins   &   Co.    maintains   a    forty-hour    week   and   pays 
weekly  salaries  on  that  basis.  Regular  pay  only  is  given  for  over- 
time.  Find  the  salary  earned  by  five  employees,  concerning  whom 
the  following  particulars  are  shown  on  the  payroll  sheet:  No.  2, 
salary  $30,  worked  40  hours ;  No.  4,  salary  $40,  worked  42  hours ; 
No.  7,  salary  $24,  worked  30  hours ;  No.  9,  salary  $20,  worked  38 
hours;  No.  18,  salary  $30,  worked  28  hours. 

2.  The  Eureka  Jobbing  House  has  a  39-hour  working  week 
— 9  to  5  on  week  days  and  9  to  1  on  Saturday,  one  hour  free  for 
lunch  on  week  days.   Employees  are  paid  on  an  hourly  basis ;  and 
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allowed  time  and  a  half  for  overtime.    Copy  and  complete  the 

payroll  sheet  below. 

Add.  Rate 

Employees'       Working  Time      Reg.  Over-  O.T.  Total    per 

Number       M    T    W    T    F     S  Time  time  Allow.  Hours  Hour  Ami. 

6  778874     50 

12  767974     50 

15  879874     60 

19  777773     50 

28  768873      75 

GROUP  II 

1.  Frequently  during  the  year  a  machine  shop  asks  its  me- 
chanics to  work  overtime.  Even  though  it  pays  high  rates  for 
overtime,  why  would  it  be  more  just  to  the  employees  to  hire 
extra  help? 

2.  A  tailoring  concern  employs  ten  tailors  on  a  forty-four  hour 
week.   How  many  more  tailors  would  the  concern  require  if  the 
number  of  hours  was  reduced  to  forty? 

3.  The  service  department  of  the  American  Auto  Repair  Co. 
operates  eight  hours  a  day  the  first  five  days  of  the  week  and 
four  hours  on  Saturday.   The  employees  are  paid  time  and  a  half 
for  overtime.    The  following  payroll  sheet  was  prepared  from 
the  daily  time  strips  printed  by  the  time  clock  installed  at  the 
entrance  of  the  repair  shop: 

The  American  Auto  Repair  Co. 
Service  Department 

Payroll  for  Week  Ending  December  15,  193- 


Rate 

Hrs.  Per  Day  Reg.  Over-      Add.     Total       per    Weekly 

No.  Name                    M      T      W       T     F  S  Time  time       O.T.    Hours   Hour    Wages 

1.  J.  Howe         8     8     8     8     8  4  44 50 

2.  E.  Grady       8     7     9  10     9  5  43       5        68 

3.  N.  Jones      10     7     8     9     8  4  43       3       65 

4.  W.  Lyons      8     9  10     6     7  5  41       4       55 

5.  R.  Marr         8  10     7     6     8  4  41  2                        .60 


Total  $ 


Copy  and  complete  the  payroll  sheet. 
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LESSON  4 

PAYROLL  PROBLEMS  OF  A  MANUFACTURING 
CONCERN;  WAGE  SYSTEMS 

There  is  yet  another  basis  besides  those  we  have  already 
studied  on  which  many  business  organizations  pay  their 
employees.  The  following  problem  is  presented  to  explain 
this. 

Calculating  Pay  of  Employees  Who  Work  on  a  Piece-Rate 
Basis 

Problem  1.  The  Star  Dress  Co.  makes  dresses  by  means  of  a 
number  of  distinct  manufacturing  operations,  each  of  which  must  be 
performed  by  one  or  more  employees.  The  employees  of  the  factory 
are  paid  on  a  piece-rate  basis;  i.  &.,  each  employee  is  paid  according 
to  the  number  of  units  of  work  he  completes.  The  rates  paid  per  unit 
vary  with  the  type  of  work  he  performs.  What  form  of  payroll  sheet 
is  used  by  this  concern  and  how  are  the  employees'  salaries  calcu- 
lated? 

The  payroll  sheet  prepared  by  the  payroll  clerk  of  the 
Star  Dress  Company  for  the  week  ending  May  15,  193-, 
is  shown  on  page  373.  It  should  be  observed  that  the 
number  of  units  of  work  completed  by  each  worker  dur- 
ing the  week  is  found  by  adding  the  number  of  units  he 
completed  each  day  as  shown  by  the  number  of  coupons 
he  hands  in,  and  that  his  weekly  salary  is  found  by  multi- 
plying the  number  of  units  he  has  completed  by  the  rate 
paid  per  piece.  Employee  No.  1  makes  $59.80  ($.92  x  65) 
and  employee  No.  6  makes  $14.90.  The  salaries  vary  be- 
cause each  one  does  a  different  type  of  work.  Employee 
No.  1  sews  the  dress  together  on  the  machine;  No.  6  fin- 
ishes it,  sews  on  buttons,  etc.  Moreover,  the  difference  in 
unit  rates  paid  employees  No.  1  and  No.  2,  92c  to  No.  1 
and  85c  to  No.  2,  is  due  to  the  fact  that  they  each  worked 
on  a  different  style  dress,  not  to  the  fact  that  one  worked 
faster  than  the  other.  The  rest  of  the  weekly  payroll  work 
is  completed  the  usual  way. 
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THE  STAR  DR 

PAY  ROLL  SI 
For  Week  Endi 

ESS  CO. 

IEET 
*£    Mav  15,                       iQJt- 

NO. 

NAME 

UNITS  PER  DAY 

TOTAL 
UNITS 

RATE 
PER 
UNIT 

WEEKLY 
WAGE 

OPERATION 

II 

T 

w 

T 

F 

s 

1 

Hennr  Cobb 

Operator 

12 

14 

9 

10 

10 

10 

65 

&*22. 

$59.80 

2 

Geo.  Baldwin 

n 

^10 

9 

9 

8 

9 

fi 

50 

.85 

42.50 

3 

Edward  James 

a 

\z 

9 

10 

1.2 

10 

7 

60 

.85 

51.00 

4 

John  Curry 

n 

10 

8 

9 

9 

8 

c 

49 

.80 

39.20 

s 

Geo.  Crane 

it 

9 

fl 

9 

10 

9 

e 

51 

.90 

45.90 

6 

Dorothy  Nichols 

Finisher 

38 

27 

?,6 

33 

*>?, 

i,13; 

149 

.10 

_]A*90 

7 

Stella  Richards 

H 

?fr 

?'l 

?A- 

17 

28 

n 

l£fi 

.12 

15.12 

8 

Ernest  Jones 

Presser 

55 

48 

SO 

40 

60 

??< 

275 

.15 

41.25 

g 

Margaret  Sawyer 

Examiner 

FS3 

48 

50 

40 

60 

?A 

275 

.08 

22.00 

10 

Frank  Fulton 

Cutter 

75 

5X) 

40 

60 

Rfi 

35 

275 

.13 

33.00 

Total 

$ 

364.67 

Payroll  Sheet— Piece-Rate  Basis 
Wage  Systems  Compared  and  Summarized 

1.  The  Straight  Salary  Basis.  The  simplest  system  of 
paying  employees  is  on  the  basis  of  the  week,  which  was 
the  basis  on  which  the  concern  of  John  Hughes,  as  we  saw 
in  Lesson  1  of  this  unit,  paid  its  employees.  In  such 
organizations  employees  receive  a  week's  salary  for  one 
week's  work  of  a  certain  minimum  number  of  hours.  In 
larger  concerns  employees  may  be  paid  on  a  weekly  basis, 
while  the  executives  and  managers  are  paid  on  an  annual 
basis.  A  manager,  for  example,  may  receive  an  annual 
salary  of  $5200  in  fifty-two  weekly  payments  of  approxi- 
mately $100  each. 

Some  firms  prefer  to  pay  their  employees  monthly.  Why? 
The  employees  of  city  and  town  governments — policemen, 
firemen,  teachers,  engineers,  etc. — are  paid  once  a  month, 
although  their  salaries  are  on  an  annual  basis.  We  find  a 
similar  case  with  employees  of  a  bank.  A  bank  president, 
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for  example,  receives  an  annual  salary  of  $9,600.  What  is 
his  monthly  salary  check  ?  How  much  would  he  receive  each 
pay  day  if  he  were  paid  twice  a  month?  Why  is  a  salary 
of  $800  a  month  less  than  one  of  $200  a  week? 

Employees  who  are  paid  on  a  weekly,  a  monthly,  or  an 
annual  basis  are  working  on  what  is  called  a  straight  sal- 
ary; that  is,  their  salary  remains  fixed  (at  least  for  a  time) 
whether  they  are  paid  once  a  week,  twice  a  month,  or  once 
a  month. 

2.  (a)  The  Hourly  Wage  Basis  without  Additional  Over- 
time Allowance.  Concerns  like  Jackson  &  Grant  (see 
Lesson  2  of  this  unit)  find  it  wiser  to  pay  their  em- 
ployees an  hourly  wage  instead  of  a  straight  salary.  The 
hourly  wage  system  has  been  found  to  be  a  practical  method 
of  paying  employees  where  these  are  chiefly  factory  work- 
ers and  not  office  clerks,  salesmen,  or  executives.  It  is  felt 
by  some  that  payment  by  the  hour  encourages  and  inspires 
workers  to  do  better  work.  They  feel  that  they  are  paid  for 
the  quality  of  their  work  as  well  as  for  the  time  they  spend 
at  work. 

2.  (b)   The  Hourly  Wage  Basis  with  Additional  Over- 
time Allowance.    Where  the  hourly  wage  system  is  used, 
a  limit  is  set  to  the  number  of  hours'  work  required  each 
day,  and  employees  are  often  paid  for  overtime  if  they 
work  beyond  their  regular  hours.    Usually  they  are  paid 
for  overtime  at  a  higher  rate  than  their  regular  wage  rate. 
The  overtime  allowance  encourages  the  worker  to  put  forth 
extra  effort.    Why  is  it  wise  for  the  employer  to  pay  at 
time  and  a  half,  or  even  double  time  rates,  for  overtime 
in  which  the  same  amount  of  work  is  completed  as  would 
be  in  an  equal  number  of  regular  hours? 

3.  The  Piecework  Basis.         At    the    beginning    of    this 
lesson,  you  have  been  shown  that  the  Star  Dress  Company 
pays  its  workers,  not  on  a  time  basis,  but  on  a  quantity 
basis.    Each  worker  is  paid  for  the  work  he  actually  com- 
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pletes,  the  faster  worker  earning  more  than  the  slower. 
This  piecework  system  is  intended  to  encourage  workers 
to  work  harder,  produce  more,  and  therefore  earn  more 
pay.  For  example,  according  to  the  payroll  sheet  of  the 
Star  Dress  Company,  shown  on  page  373,  operatives  No. 
2  and  No.  3  receive  85c  per  dress.  The  former  completes 
50  while  the  latter,  a  faster  worker,  finishes  60  units 
during  the  week.  Operative  No.  2  earns  $42.50  while  oper- 
ative No.  3  receives  $51  for  a  week's  work.  In  some  fac- 
tories the  piecework  plan  is  so  modified  as  to  pay  a  rapid 
or  skilled  operative  a  higher  rate  per  piece  than  a  slow  one. 
This  is  known  as  the  differential  piece-rate  system.  In  a 
shoe  factory  an  operative  who  makes  ten  to  eleven  pairs  of 
shoes  a  day  receives  45c  a  pair,  while  one  who  makes  twelve 
to  thirteen  pairs,  gets  46c  a  pair.  What  advantages  and 
disadvantages  do  you  see  in  this  plan? 

4.  The  Commission  Basis.  There  is  still  another  wage 
system  which  is  widely  used  in  business  to  pay  for  certain 
types  of  work  done;  that  is,  the  commission  basis.  Under 
this  plan  salesmen,  brokers,  mill  agents,  etc.,  receive  as  pay 
a  certain  per  cent  of  the  sales  price  of  the  goods  or  services 
they  sell.  For  example,  a  salesman  who  sells  $1500  worth 
of  goods  in  a  week  and  receives  3%  commission  will  earn 
$45. 

Further  Study  of  the  Wage  Systems 

Which  of  the  wage  systems  studied  encourage  employees 
to  work  more  steadily  and  more  actively?  Why?  Which 
employee  might  be  more  willing  to  devote  more  than  his 
regular  time  to  his  work :  one  working  at  a  straight  salary, 
or  one  receiving  pay  at  an  hourly  wage  rate?  Why  is  it 
impractical  to  pay  office  help  on  any  other  basis  than  the 
straight  salary?  Under  which  wage  system  is  the  salary 
earned  by  employees  most  definite?  What  advantage  has 
the  latter  system  for  those  working  under  it?  Why  may 
pieceworkers  tend  to  do  careless  work?  How  may  this  be 
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avoided  ?  In  the  long  run,  on  what  qualities  of  the  employee 
must  a  business  concern  depend,  no  matter  what  system 
of  wages  is  used? 

Summary 

The  wage  systems  in  general  use  are  the  straight  salary, 
the  hourly  wage,  and  the  piecework.  Salaries  and  wages  are 
usually  paid  once  a  week;  in  some  cases,  however,  they  are 
paid  once  or  twice  a  month.  The  straight  salary  may  be 
fixed  on  a  weekly,  monthly,  or  yearly  basis.  Salesmen  and 
other  agents  are  usually  paid  on  a  commission  basis. 

Business  Vocabulary 

foremen  distinct  prefer 

annual  varies  advantageous 

approximately  operative  modified 

vice  versa 

ADDITIONAL  PROBLEMS  AND   SITUATIONS 

GROUP  I 

1.  The  payroll  clerk  of  the  Elite  Manufacturing  Co.  has  ob- 
tained the  following  information  from  work  tickets  collected  by 
him,  for  the  week  ending  Sept.  9,  193- : 


Operative's          Number  of  Units  Completed      Rate  per    Weekly 
Number          M        T         W        T       F        S        Unit        Wages 

36 
37 
38 
39 

40 

9 
8 
9 
8 
9 

8 
8 
8 
6 
8 

10 
10 
7 
9 
11 

9 
10 

8 
7 
8 

9 
9 
9 

8 
8 

5 
5 

7 
2 

4 

50c 

60c 

75c 

80c 

50c 

(a)  Find  each  worker's  weekly  wages. 

(b)  Find  the  total  weekly  wages. 

2.  Three   executives    of   the   Elite   Manufacturing   Company 
receive  annual  salaries  of  $4800,  $6000,  $5400,  respectively,  and 
are  paid  once  a  month.   How  much  does  each  receive  on  pay  day? 

3.  The  Elite  Manufacturing  Company  employs  five  salesmen 
on  a  commission  basis  of  2^/2%  of  the  money  volume  of  their 
sales.   How  much  is  earned  by  each  during  the  week  of  Sept.  9, 
193-,  if  their  sales  total  $1200,  $1600,  $1500,  $2500,  and  $1800 
respectively? 
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GROUP  II 

1.  The  payroll  clerk  of  the  Stylebilt  Garment  Co.  has  entered 
on  the  payroll  sheet  the  following  figures  obtained  from  work 
tickets  sent  to  him  by  the  factory  foreman: 

Stylebilt  Garment  Co. 
Factory  Payroll  for  Week  Ending  Jan.  15,  193- 


Xo. 
1. 

2. 
3. 

4. 
5. 

6. 

7. 
8. 

Name 

W.  Stein 
J.  Green 
L.  Sobel 
T.  Jennings 
H.  Kraft 
Mrs.  Kate  Long 
Miss  Ray  Marks 
Miss  Ida  Pitt 

Position 

Operator 
Operator 
Operator 
Operator 
Presser 
Finisher 
Finisher 
Finisher 

M 

14 
15 
15 
14 
53 
19 
29 
20 

Units 
T     W 

15  13 
14  17 
15  14 
16  15 
58  58 
20  17 
19  22 
19  21 

PBT 

15 
12 
16 
15 
61 
22 
18 
23 

Day 
F 

12 
16 
14 
16 
59 
18 
24 
19 

s 
7 
9 
7 
7 
31 
11 
12 
12 

Rate 
Total       per  Weekly 
Units     Unit  Wages 

.  .     $.55   .... 
.45   .... 
.50   .... 
.48   .... 
.14   .  .  .  . 
..       .15   .  ... 
.16   .  .  .  . 
.12   .  .  .  . 

(a)  Find  total  number  of  units  completed  by  each  employee. 

(b)  Find  each  worker's  weekly  wage. 

(c)  Find  the  total  wages  paid  in  the  factory  during  the  week. 

(d)  What  is  the  average  wage  earned  by  all  the  employees 
during  that  week? 

(e)  Account  for  the  difference  in  piece   rates  between  em- 
ployees No.  1  and  No.  2,  between  No.  1  and  No.  5,  between  No.  7 
and  No.  8. 


LESSON  5 

SUBSEQUENT  USES  OF  PAYROLL  RECORDS; 
PAYING  EMPLOYEES  BY  CHECK 

Problem  1.  The  payroll  clerk  of  Jackson  &  Grant  (see  lesson  2 
of  this  unit)  prepares  payroll  sheets  and  records  on  Saturday,  which 
is  pay  day.  He  draws  the  cash  required  for  the  payroll  from  the 
bank  by  check,  keeps  a  record  of  the  amount  withdrawn  on  the  stub 
of  the  check  book,  prepares  pay  envelopes,  distributes  them  at  on^ 
P.  M.,  and  gets  a  receipt  from  each  employee  as  evidence  or  proof 
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that  the  latter  obtained  his  pay.  These  pay  receipts,  completed 
payroll  sheets,  and  other  records  are  then  filed  away  for  future 
reference.  Why  are  all  these  records  filed?  What  uses  may  Jackson 
&  Grant  make  of  the  payroll  records  after  they  have  been  filed  or 
entered  in  books  of  record? 

Payroll  Records  Used  to  Determine  the  Premium  to  Be  Paid 
on  Compensation  Insurance 

Jackson  &  Grant,  and  practically  all  other  business  organ- 
izations employing  people,  are  required  by  law  to  protect 
their  employees  and  their  families  against  any  loss  of  pay 
caused  by  illness,  injury,  or  death  sustained  while  on  the 
job.  The  management  protects  itself  against  possible  losses 
by  buying  what  is  called  Workmen's  Compensation  Insur- 
ance, either  from  a  private  insurance  company  or,  in  certain 
states,  from  a  state  insurance  fund.  This  state  law,  requir- 
ing employers  to  maintain  workmen's  compensation  insur- 
ance seems  to  be  fair  to  the  employer  as  well  as  to  the  em- 
ployed. Why?  To  obtain  such  protection,  Jackson  &  Grant 
pays  a  certain  sum  of  money,  called  a  premium,  each  year. 

The  amount  of  the  premium  paid  depends  on  the  total 
amount  paid  out  in  salaries  to  employees,  and  also  on  the 
kind  of  work  these  employees  do.  The  premium  paid  on  a 
policy  protecting  factory  workers  is  much  higher  than  the 
premium  on  a  policy  protecting  office  clerks.  Why? 

To  enable  the  insurance  companies  to  determine  what 
premiums  to  charge  employers,  they  require  payroll  records 
to  be  made  available  to  them  for  inspection  at  all  times. 
Where  compensation  insurance  claims  are  settled  by  a  State 
Industrial  Labor  Board,  the  employer  may  be  required  by 
law  to  produce  his  payroll  records  before  this  body.  There- 
fore payroll  records  of  all  kinds — time  cards,  payroll  sheets, 
payroll  checks,  check  books,  etc.,  are  filed  for  the  refer- 
ence to  them  that  may  be  necessary  to  determine  the  pre- 
mium to  be  paid  on  workmen's  compensation  insurance; 
and  also  to  determine  the  amount  of  a  worker's  salary  at 
the  time  of  the  injury,  in  adjusting  loss  claims. 
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Payroll  Records  Used  in  Connection  with  Income  Tax  Pay- 
ments 

If  its  net  income  is  large  enough,  Jackson  &  Grant,  as 
well  as  many  other  firms  and  private  individuals,  is  required 
to  pay  each  year  an  income  tax  to  the  Federal  Government 
and  the  State.  The  net  income  on  which  the  tax  is  levied 
is  what  remains  of  the  income  received  through  sales  of 
merchandise  after  the  amounts  spent  on  rent,  salaries, 
other  services,  and  supplies  have  been  deducted.  Whenever 
the  taxable  income  reported  by  a  concern  is  in  dispute,  the 
tax  department  sends  a  field  auditor  or  inspector  to  check 
the  original  records  of  the  concern  and  to  see  if  all  items 
of  expense,  including  salaries,  have  been  properly  com- 
puted. These  records  should  be  available  at  all  times. 

Business  organizations  are  also  required  to  report  to  the 
United  States  Income  Tax  Bureau  the  names  and  the 
amounts  earned  by  all  employees  who  receive  incomes  in 
salary  large  enough  to  be  taxed.  Where  will  Jackson  & 
Grant  obtain  this  information? 

Payroll  Records  Used  in  Court  Actions 

Problem  2.  One  of  Jackson  &  Grant's  employees  sues  the  firm 
for  back  salary.  How  can  Jackson  &  Grant  prove  that  this  employee 
received  the  salary  that  was  due  him? 

It  is  evident  that  the  firm  can  prove  payment  of  salary 
to  this  individual  who  is  suing,  by  producing  the  pay  en- 
velope flap  or  receipt  containing  the  employee's  own  signa- 
ture written  at  the  time  the  pay  was  actually  delivered  to 
him.  What  other  ways  are  there  of  proving,  to  the  satis- 
faction of  the  court,  the  payment  of  salaries  to  employees? 

Payroll  Records  Used  for  Management  Purposes 

The  management  of  Jackson  &  Grant  must,  of  course, 
watch  very  carefully  the  salary  costs  of  its  various  depart- 
ments. A  summary  of  the  payroll  records  for  the  year 
indicates  how  these  costs  compare  with  sales  of  the  current 
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year,  or  with  the  salary  costs  of  previous  years.  It  shows 
whether  the  labor  costs  are  too  high.  It  shows  what  the 
causes  for  high  labor  cost  might  be.  It  helps  to  suggest  a 
way  of  cutting  them  for  the  subsequent  year.  It  may  even 
help  to  point  out  where  increases  may  be  advantageous. 
These  conclusions  and  others  pertaining  to  efficient  manage- 
ment can  be  deduced  from  payroll  records. 

Payment  of  Employees  by  Check  Instead  of  Money 

1.  Modification  Necessary  in  Payroll  Procedure. 

Problem  3.  On  January  I,  1 93-,  Jackson  &  Grant  decides  to 
establish  a  new  method  of  paying  its  employees,  whereby  they  will 
receive  their  pay  in  the  form  of  checks  instead  of  money.  Why  is 
this  change  made?  What  modification  will  be  necessary  in  the  pay- 
roll procedure? 

The  canceled  checks  can  be  used  as  additional  evidence 
in  pay  disputes,  and  the  dangers  involved  in  drawing  large 
sums  of  cash  from  the  bank  are  avoided.  It  should  be  ob- 
served, however,  that  the  payroll  procedure  is  modified  as 
a  result  of  this  change  to  check  payments.  A  check  is  made 
out  to  each  employee  for  the  amount  of  his  salary,  and  the 
payroll  clerk  is  not  required  to  draw  any  payroll  cash  from 
the  bank.  Two  p.ayroll  forms  are  dispensed  with,  and  pay- 
roll envelopes  are  discarded.  Why?  A  signed  receipt  is 
still  deemed  necessary  in  order  to  have  proof  that  besides 
being  paid  a  certain  amount,  the  employee  has  received  the 
money  due  him  for  a  certain  period  of  working  time.  While 
the  payroll  clerk  has  less  work,  the  cashier  preparing  the 
checks  has  more. 

2.  Advantages  and  Disadvantages  of  the  Plan.  A  number 
of  the  employees  of  Jackson  &  Grant  find  the  payment 
by    check    more    convenient,    because    in    receiving    their 
pay  by  check  they  are  not  obliged  to  carry  about  their 
person  money  which  may  be  stolen  from  them.  Then  again, 
employees  having  their  own  checking  accounts  prefer  to  be 
paid  by  check.    Why?    On  the  other  hand,  the  employees 
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who  do  not  have  bank  accounts  find  it  an  inconvenience  to 
be  paid  by  check.  They  are  forced  to  cash  their  checks  at 
local  retail  stores,  and  find  themselves  obligated  to  the  re- 
tailer for  this  favor.  Naturally,  employees  who  cannot  cash 
their  pay  checks  conveniently  prefer  to  get  their  pay  in  the 
form  of  bills  and  coins.  Jackson  &  Grant  desires  to  continue 
the  system  of  payment  by  check  because  of  certain  advan- 
tages to  the  firm  of  this  plan  of  payment.  For  example,  it 
can  save  the  expense  of  hiring  armed  messengers  or  an 
armored  truck  service  to  transfer  its  payroll  cash  from  the 
bank.  However,  because  of  continued  requests  from  their 
smaller-salaried  employees,  they  are  finally  obliged  to 
abandon  the  system  of  paying  by  check. 

City  employees  are  generally  paid  by  check,  because  of 
the  inconvenience  of  paying  them  in  money,  and  because  of 
the  fact  that  canceled  checks,  including  the  employees' 
identification  signatures  and  endorsements,  are  the  best 
proofs  of  payment.  Nevertheless,  municipal  employees  are 
also  required  to  sign  payrolls  or  pay  vouchers,  so  that  the 
service  for  which  they  are  being  paid  can  be  proved. 

Summary 

Payroll  records  of  all  kinds — time  cards,  payroll  sheets, 
payroll  checks,  check  books,  etc.,  are  filed  for  reference. 
These  records  are  used:  (1)  as  a  basis  for  the  premium 
on  compensation  insurance  policies,  (2)  in  connection  with 
income  tax  payments,  (3)  as  evidence  in  court  proceedings, 
(4)  for  management  purposes. 

Payment  of  employees  by  check  avoids  the  possibility  of 
losing  payroll  cash  drawn  from  the  bank.  However,  for 
the  sake  of  convenience,  employees  earning  small  salaries 
prefer  their  payment  in  money. 

Business  Vocabulary 
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ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  The  payroll  sheet  of  the  George  Chartres  Toilet  Prepara- 
tions Co.  for  the  week  ending  April  24,  193-,  shows  the  follow- 
ing information: 

Hours  of  Work  Weekly 
Name  of  Employee  M    T    W    T    F    S     Rate  per  Hour       Salary 

John  Cremin  888884  75c  

Sol  Washburn  86-884  50c  

Chas.  Hart  888772  60c  

Mary  Watts  888884  40c  

Olive  Shaw  999896  70c  

Walter  Wood  886884  40c  

Thorn.  White  8-9995  50c  

Ida  Stebbins  888994  50c  

Arthur  Baltz  899895  75c  

(a)  The  regular  working  week  is  forty-four  hours.    Overtime 
is  paid  at  time  and  a  half  rates.    Employing  the  "principle  of 
aliquots"  wherever  possible  find  the  weekly  wage  of  each  em- 
ployee. 

(b)  Find  the  total  of  the  week's  payroll. 

GROUP  II 

1.  A  department    store  with  a  large  number  of  employees 
"houses"  its  staff  of  managers  and  other  higher-salaried  employ- 
ees in  a  building  some  distance  away  from  the  store.    Why  may 
it  be  practical  to  pay  these  employees  by  check?    Why  might  a 
separate  payroll  sheet  be  prepared  for  them? 

2.  An  employer  of  labor  is  required  to  maintain  workmen's 
compensation  insurance.  Show  how  this  law  does  much  to  prevent 
workers  from  becoming  public  charges. 

3.  An  employer  carries  compensation  insurance  for  his  em- 
ployees.   What  further  responsibility  has  he  in   protecting  his 
employees  against  accident? 

4.  Many   business   organizations   strongly   advocate   that   all 
salaries  be  paid  by  checks.    What  advantages   would  the  local 
dealers  derive  from  such  a  policy? 


UNIT  XIII 
HANDLING  CASH 

LESSON  1 

HANDLING  CASH  IN  RETAIL  AND  WHOLESALE 
CONCERNS 

Trading,  or  the  buying  and  selling  of  merchandise,  is 
done  on  either  a  cash  or  credit  basis.  As  a  general  rule,  in 
retail  stores  cash  is  received  at  the  time  of  sale.  In  whole- 
sale concerns  cash  is  received  for  goods  sold,  either  at  the 
time  of  sale  when  goods  are  sold  on  cash  terms,  or  some- 
time later  when  sold  on  credit  terms. 

In  all  trading  concerns  money  or  some  other  form  of  cash 
is  received  for  goods  sold  and  paid  out  as  well  for  goods 
bought,  no  matter  what  the  terms  of  sale  or  purchase  are. 
Besides  paying  out  and  receiving  cash  for  merchandise 
bought  and  sold,  cash  is  received  from  other  sources  and 
paid  out  for  items  other  than  merchandise.  The  two-fold 
activity  of  receiving  and  paying  cash  usually  requires  the 
undivided  attention  of  one  or  more  employees  known  as 
cashiers. 

To  be  able  to  carry  on  efficiently  the  activity  of  handling 
cash,  the  following  problems  must  be  understood  and 
solved : 

1.  The  actual  handling  of  the  cash  received  and  the  cash 
paid  out. 

2.  The  recording  of  cash  received  and  paid  out. 

3.  The  controlling  and  checking  of  these  receipts  and 
payments. 

The  solution  to  these  problems  will  be  obtained  through 
a  study  of  the  plans  and  methods  of  receiving  and  paying 
out  cash  found  in  operation  in  a  number  of  retail  and  whole- 
sale trading  concerns. 
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Plans  for  Handling  Cash  Receipts  in  Retail  Stores 

1.  One  Cashier  for  All  Departments  of  the  Store. 

Problem  1.  The  National  Drug  Store  has  a  number  of  depart- 
ments: the  drug,  the  candy,  the  book,  the  cigar,  and  the  soda  and 
luncheonette.  In  each  department  is  a  receipts-printing  register. 
After  the  amount  of  a  sale  has  been  rung  up,  the  sales  clerk  gives 
the  customer  a  sales  check  taken  from  the  register.  How  does  the 
customer  pay  this  sales  check? 

The  sales  check  received  by  the  customer  (see  illustra- 
tion, this  page)  bears  the  printed  words :  "Please  pay  to  the 
cashier  the  amount  of  this  check."  This  statement  directs 
the  customer  to  pay  at  the 
cashier's  booth  for  the 
goods  bought.  This  booth 
is  usually  located  near  the 
main  entrance  of  the  store. 
The  cashier  receives  the 
cash  from  this  customer, 
as  well  as  from  all  other 
.customers,  and  makes  the 
proper  change.  To  help  him 
carry  on  this  work  more 
effectively,  he  often  uses  a 
cash  register.  Why  must 
the  amount  of  cash  that  the 
cashier  receives  during  the 
day  agree  with  the  total  of 
all  sales  checks  taken  from 
the  various  cash  registers 
in  all  departments  of  the 
National  Drug  Store  dur-  A  Sales  Check 

ing  that  day?  Why  is  it  important  for  the  cashier  to  keep 
in  a  rack  or  temporary  file  box  sales  checks  received  from 
customers  ? 

2.  The  Sales  Clerks  Acting  as  Their  Own  Cashiers.    In- 
stead of  having  one  cashier  for  all  departments  of  the 
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National  Drug  Store,  each  sales  clerk  might  be  expected 
to  act  as  his  own  cashier.  In  the  dry  goods  store  next  to  the 
National  Drug  Store  the  sales  clerks,  upon  making  a  sale, 
fill  out  by  hand  two  copies  of  a  sales  slip.  They  use  sales 
books  with  several  carbon  leaves  much  like  the  books  de- 
scribed in  Unit  IX,  Lesson  4.  Instead  of  receiving  a  sales 
check  like  the  one  used  in  plan  No.  1,  each  customer  is 
given  a  carbon  copy  of  the  sales  slip  by  the  sales  clerk  whom 
he  pays  directly  for  the  purchase.  The  amount  of  the  sale 
is  then  rung  up  on  the  cash  register  which  records  it,  and 
the  sales  clerk  puts  the  money  received  in  the  cash  register 
drawer.  Why  is  the  sales  clerk  a  cashier  as  well?  Why  is 
it  important  for  the  sales  clerk  not  to  lose  any  of  the  sales 
slips  ?  Why  must  the  tape  reading  in  the  cash  register  agree 
with  the  total  of  the  sales  slips? 

3.  A  Central  Cash  Receiving  Department  in  a  Department 
Store.     Most  large  department  stores  have  found  that  a 
central  cash  receiving  department  is  needed  for  real  effi- 
ciency.    Such  a  centralized  department  has  a  number  of 
cashiers,  each  of  whom  receives  and  records  the  money  tak- 
en in  for  sales  in  departments  all  over  the  store.   The  sales 
clerks  from  these  various  sales  departments  throughout  the 
entire  store  place  the  money  received  from  customers,  to- 
gether with  the  sales  slips,  into  small  containers  or  convey- 
ors, and  send  them  to  the  central  receiving  department  by 
pneumatic  tube  or  overhead  trolleys.  What  method  of  check- 
ing cash  is  used  by  these  cashiers? 

4.  Receiving  Cash  in  Cafeterias.  Upon  entering  some  self- 
service    restaurants    or    cafeterias,    you    obtain    a    sales 
check,  either  from  an  employee  or  a  special  machine.    As 
you  obtain  your  order,  or  orders,  of  food,  the  "counter  man" 
punches  the  amount  of  the  purchase  on  the  sales  check. 
Where  do  you  tender  and  pay  your  sales  check?    Perhaps 
you  have  gone  to  cafeterias  where  you  insert  nickels  or 
dimes  into  slots  and  receive  portions  of  food  automatically. 
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Why  are  there  coin  booths  with  cashiers  in  charge  in  such 
places  ? 

Plans  for  Handling  Cash  Receipts  in  Concerns  Other  Than 
Retail  Stores 

1.  Receiving  Cash  in  Gas,  Electric,  Telephone,  and  Insur- 
ance Companies.    There  are   other  kinds   of  cashiers   be- 
sides those  we  find  in  retail  stores.  At  the  gas,  electric,  or 
telephone  offices  a  customer  may  pay  his  monthly  bill  in 
cash  to  the  cashier  personally  when  it  is  inconvenient  for 
him  to  mail  a  check  for  it.   The  cashier  receipts  one  part 
of  the  bill,  tears  off  the  receipted  part,  and  hands  it  to  the 
customer  making  the  payment.    The  part  of  the  bill  the 
cashier  keeps  is  called  the  stub.   At  the  end  of  the  day,  the 
cash  received  by  the  cashier  must  agree  with  the  total  of 
the  stubs.    Why?    At   an   insurance   company   office,   the 
policy  holder  sometimes  pays  his  premium  at  the  cashier's 
desk  and  is  given  a  receipted  premium  bill. 

2.  Receiving  Cash  Fares  on  Subway,  "L"  Bus,  and  Trolley 
Lines.  You  enter  a  subway  or  "L"  station  and  find  that 
you  need  change  for  a  bill   or  coin   in   order   to   secure 
the  exact  coin  to  be  dropped  into  the  turnstile  slot  at  the 
entrance  to  the  platform.  You  obtain  the  necessary  change 
at  a  coin  booth  in  charge  of  which  is  an  agent  or  coin 
cashier.   If  tickets  are  required,  you  buy  one  at  the  agent's 
booth.  Why  might  a  conductor  on  a  trolley  car  or  bus  also 
be  called  a  cashier?    How  is  the  money  that  he  receives 
checked?    The  illustration  on  page  387  shows  the  various 
devices  and  methods  used  in  taking  cash. 

Paying  Bills  of  Small  Amounts  with  the  Money  in  the  Cash 
Register 

In  some  small  retail  stores,  the  cashier  makes  certain 
small  payments  out  of  the  money  in  the  cash  register.  The 
cashier  in  such  concerns  both  receives  and  pays  out  money, 
and,  therefore,  must  be  able  to  account  for  both  receipts 
and  payments  as  will  be  explained  later.  It  should  be  noted 
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at  this  point  that  the  practice  of  taking  money  from  cash 
receipts  to  pay  bills  is  not  a  good  one.  It  leads  to  the  care- 
less and  inaccurate  handling  of  receipts.  Merchandise  and 
expense  bills  for  large  amounts,  even  in  such  stores  as 
mentioned  above,  are  paid  by  check.  In  larger  retail  stores, 
and  in  wholesale  stores  as  well,  checks  are  used  in  making 
payments. 

Proving  the  Cash  in  the  Register 

Problem  2.  At  the  end  of  the  day  the  cashier  of  the  National 
Drug  Store  checks  the  total  cash  in  the  cash  register  with  the  total 
of  sales  checks  handed  to  him  by  customers  and  finds  that  the  two 
amounts  do  not  agree.  Why  do  these  two  amounts  not  agree?  Is  it 
possible  for  both  to  be  correct?  If  so,  why? 

To  balance  the  total  cash  in  the  register  with  the  total 
of  the  sales  checks  and  to  prove  both  correct,  the  cashier 

makes  up  a  "Daily 
Proof  of  Cash."  By 
means  of  this  form  (see 
illustration  on  this 
page)  he  shows  that  the 
cash  he  should  have  on 
hand  at  the  end  of  the 
day,  according  to  the 
sales  checks,  and  the 
actual  cash  in  the  reg- 
ister agree  absolutely. 
It  also  explains  the  rea- 
son for  their  seeming 
disagreement. 

Let  us   see  how  the 
Daily  Proof  of  Cash  Form  Daijy  proof  of  Cash  is 

made  up.  After  the  heading  is  filled  in,  the  following  figures 
are  inserted  in  the  spaces  designated : 

1.  $25.00,  the  amount  on  hand  in  the  cash  drawer  at  the 
beginning  of  the  day,  is  set  down  next  to  "Balance  on  Hand 
at  Beginning"  item. 
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Balance  on  Hand  at  Beginning 

Cash  Receipt. 

Total  Cash  on  Hand 

Ca.h  Payments 

s  on  Hand  at  doling 
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2.  $154-65,  the  total  amount  received  from  customers 
during  the  day,  is  recorded  on  the  "Cash  Receipts"  line. 
(This  amount  is  the  total  of  the  sales  checks  or  sales  slips, 
and  is  equal  to  the  total  sales  recorded  on  the  "tape"  or  on 
the  "register  reading"  of  the  cash  register.) 

3.  $179.65  is  written  on  line  3  next  to  the  "Total  Cash 
on  Hand''  item.    (This  figure  is  the  sum  of  items  1  and  2.) 

4.  $15.25,  is  placed  next  to  the  "Cash  Payment"  item. 
(This  represents  the  payments  made  from  the  cash  register 
during  the  day.) 

5.  $164.40,  is  written  on  the  "Balance  on  Hand  at  Clos- 
ing" line.    (This  is  found  by  subtracting  the  "Cash  Pay- 
ment" amount  from  "Total  Cash  on  Hand"  figure.) 

The  amount  in  the  cash  drawer  at  the  time  of  the  check- 
up is  actually  $164.40,  as  it  should  be.  The  apparent  differ- 
ence between  the  sales  checks'  total  and  the  cash  register 
money  total  has  been  due  to  two  items  as  shown  on  the 
Daily  Proof  of  Cash,  viz.,  the  cash  in  the  register  at  the 
beginning  of  the  day,  and  the  payments  made  from  the 
register  during  the  day. 
Handling  Cash  Receipts  and  Payments  in  Wholesale  Concerns 

In  wholesale  concerns,  as  a  general  rule,  customers  pay 
for  their  purchases  by  check.  Occasionally,  however,  money 
will  be  received  for  merchandise  sold  on  cash  terms.  In 
both  cases  the  receipts  after  they  are  verified  will  be  entered 
by  the  cashier  in  his  books  of  account  and  then  sent  to  the 
bank  for  deposit.  Similarly  payments  are  made  by  check 
and  in  money,  and  are  also  recorded  by  the  cashier.  The 
completing  of  the  record  and  its  checking  will  be  referred 
to  later  in  the  text. 
Summary 

Cashiers  are  engaged  generally  in  receiving  and  paying 
out  cash.  As  a  rule,  cash  is  received  and  sometimes  paid 
out  in  retail  stores  in  the  form  of  money ;  in  wholesale  con- 
cerns, in  the  form  of  checks.  The  Daily  Proof  of  Cash  made 
by  the  cashier  at  the  end  of  each  day  to  check  his  cash  on 
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hand  shows:  (1)  the  balance  on  hand  at  the  beginning; 
(2)  the  receipts;  (3)  the  total  cash  on  hand;  (4)  the  pay- 
ments; (5)  the  balance  at  the  end.  The  money  in  the  cash 
drawer  must  agree  with  the  final  balance  shown  on  the 
Daily  Proof  of  Cash  slip. 

Business  Vocabulary 

cafeteria  preserve  self-service 

cashier 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 
GROUP  I 

1.  At  the  end  of  the  day  the  cashier  of  the  Brighton  Cafeteria 
gathers  his  sales  checks  to  find  their  total.   He  assorts  them  into 
groups  and  finds  the  total  number  in  each  group  to  be  as  follows : 
50— 5c  checks;  230— lOc;   150— 15c;   200— 20c;  300 — 25c;  90— 
30c;  50— 35c;  60— 40c;  40— 45c;  25— 50c;  10— 60c;  6 — 70c;  5— 
90c;  2— $1.00;  2— $1.10;  1— $1.45;  1— $1.80. 

(a)  Find  the  total  amount  of  sales  in  each  group  of  checks. 

(b)  Find  the  total  sales  of  all  groups. 

2.  At  the  end  of  a  day  the  cashier  of  the  National  Drug  Store 
has  $390.85  on  hand  in  the  cash  register.   His  Proof  of  Cash  for 
the  day  shows  the  following  figures : 

Balance  on  Hand  at  Beginning  of  Day $  35.00 

Cash  Receipts 378.45 

Total  Cash  on  Hand $ 

Cash  Payments  22.60 

Balance  on  Hand  at  Closing $ 

Complete  the  Proof  of  Cash,  and  show  whether  the  amount 
on  hand  in  the  cash  register  at  the  end  of  the  day  is  correct. 

GROUP  II 

1.  A  customer  presents  a  sales  check  of  15c  to  the  cashier  and 
tenders  a  50c  piece  in  payment.    Why  is  it  the  obligation  of  the 
cashier  to  test  the  coin?  What  must  be  avoided  in  this  testing? 
What  tact  must  be  used  in  informing  the  customer  of  the  fact 
that  the  money  tendered  is  counterfeit? 

2.  A  restaurant  has  three  cashiers,  each  of  whom  is  on  duty 
during  eight  hours  of  the  twenty-four  hour  day.    There  is  only 
one  cash  register.   Why  will  it  be  necessary  for  each  cashier  to 
prepare  a  daily  proof  of  cash  at  time  of  leaving? 
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3.  The  cashier  of  the  G.  W.  Roberts  Dry  Goods  Store,  495 
State  Street,  Chicago,  111.,  is  required  to  prove  his  cash  at  the 
end  of  the  day.    On  Saturday,  Dec.  21,  193-,  he  started  the  day 
with  the  following  in  his  cash  register:  2 — $5  bills;  15 — $1  bills; 
$10  in  quarters ;  $10  in  dimes ;  $8  in  nickels ;  $2  in  pennies.   The 
sales  slips  received  from  customers  during  the  day  amounted  to 
$756.90.    No  payments  were  made  from  the  cash  register.    At 
the  end  of  the  day  he  had  in  the  cash  register  and  in  a  cash  box 
holding*  the  overflow  from  the  cash  register,  the  following :  $40 
in  $20  bills;  $70  in  $10  bills;  $95  in  $5  bills;  $18  in  $2  bills; 
$278  in  $1  bills;  $22.50  in  halves;  $109.75  in  quarters;  $126.20 
in  dimes;  $39.65  in  nickels;  and  $12.80  in  pennies. 

(a)  Prepare  the  Daily  Proof  of  Cash  that  the  cashier  filled 
out. 

(b)  Prove  that  the  cash  on  hand  at  the  end  of  the  day  is 
correct. 

4.  Supply  the  necessary  amounts  in  the  spaces  on  the  Daily 
Proof  of  Cash  prepared  by  the  cashier,  and  test  them  with  the 
cash  on  hand  at  the  end  of  the  day  in  the  cash  register  and  in  the 
safe,  which  is  as  follows:  1— $50  bill:  4— $20  bills;  9— $10  bills; 
27— $5  bills;  10— $2  bills;  312  singles;  52  halves;  512  quarters; 
1323  dimes;  270  nickels;  277  pennies. 

G.  W.  Roberts  Dry  Goods  Store 
Proof  of  Cash,  Dec.  22,  193- 

Balance  on  Hand  at  Beginning $  75.00 

Cash   Receipts    956.37 


Total  Cash  on  Hand $ 

Cash  Payments 41.80 


Balance  on  Hand  at  Closing $. . 


LESSON  2 

CHECKING  AND  RECORDING  CASH  RECEIPTS 
AND  PAYMENTS 

Problem  1.  At  the  end  of  the  day,  December  28,  193-  the 
cashier  of  the  American  Dry  Goods  Store,  I  125  Washington  Street, 
St.  Louis,  Mo.,  turned  over  to  the  store  manager  the  cash  on  hand, 
$257.95,  the  paid  bills  and  voucher  slips  totaling  $7.65,  and  the 
Daily  Proof  of  Cash  which  follows: 
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DAILY  PROOF  OF  CASH 
American  Dry  Goods  Store 

Date     December  28,  19 3-. 
Cashier     Wm.  Stanley      Checked  by    /.  Haley,  Manager 

1.  Cash  on  Hand  at  Opening  $25.00 

2.  Cash  Receipts  240.60 

3.  Total  Cash  on  Hand  $265.60 

4.  Cash  Payments  7.65 

5.  Cash  on  Hand  at  Closing  $257.95 


What  procedure  was  followed  in  checking  the  cash  receipts  and 
payments?  What  disposition  was  made  of  the  cash  and  of  the 
records? 

The  manager  counted  the  cash  on  hand  and  checked  it 
with  the  Cash  on  Hand  at  Closing  figure  in  the  Daily  Proof 
of  Cash  statement.  He  also  examined  the  paid  bills  and 
voucher  slips  and  verified  their  total  with  the  amount  on 
the  Daily  Proof  of  Cash.  Everything  was  found  correct. 

Out  of  the  $257.95  turned  over  to  him  by  the  cashier, 
the  manager  deducted  $25.00,  and  placed  it  in  a  "cash 
change"  bag  to  be  used  the  next  morning  by  the  cashier. 
The  remaining  $232.95  was  deposited  by  the  manager  to 
the  credit  of  the  American  Dry  Goods  Store  in  its  bank 
account.  The  cashier  placed  the  paid  bills  and  vouchers 
on  file,  clipped  to  the  Daily  Proof  of  Cash  Statement.  Note 
that  in  other  concerns  these  paid  bills  and  vouchers  are 
placed  in  envelopes,  one  for  each  day's  slips,  and  the  en- 
velopes are  filed  in  chronological  order. 

The  manager  of  the  American  Dry  Goods  Store  found 
that  on  most  occasions  everything  checked  properly  and 
all  payments  were  accounted  for  by  paid  bills  or  vouchers 
approved  by  himself.  On  December  28,  193-,  the  manager 
asked  the  cashier  if  the  November  window-cleaner's  bill 
had  been  paid.  The  latter  could  not  furnish  him  with  the 
information  at  the  time,  but  supplied  it  later.  Later  in  the 
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day,  the  manager  inquired  regarding  the  payment  of  a  bill 
for  towel  service.  The  cashier  knew  that  he  had  paid  it, 
but  could  not  find  the  receipted  bill  because  he  did  not 
remember  the  exact  date  of  payment.  These  and  other 
incidents  convinced  the  manager  that  the  system  of  check- 
ing and  recording  cash  payments  was  inadequate,  since  the 
records  and  papers  were  not  in  convenient  enough  form  for 
ready  reference  and  use  at  all  times.  The  manager  sug- 
gested, therefore,  that  an  additional  record  be  kept,  one 
known  as  a  Record  of  Cash  Receipts  and  Disbursements. 
By  means  of  this  record  a  more  complete  and  more  conven- 
ient record  of  receipts  as  well  as  of  payments  might  be  had. 
The  new  record  was  started  the  same  day. 

A  Simple  Record  of  Cash  Receipts  and  Disbursements 

On  page  394  is  a  copy  of  the  Record  of  Cash  Receipts  and 
Disbursements  made  by  the  cashier  for  the  items  of  cash 
received  and  paid  out  during  Wednesday,.  December  28, 
193-.  Let  us  examine  this  record,  note  its  form,  and  see 
how  the  various  items  are  entered. 

On  the  top  of  the  form  we  see  printed  the  name  of  the 
firm  and  the  name  of  the  statement.  Then  we  see  four 
ruled-up  columns  with  the  following  headings :  "Date,"  "Ex- 
planation," "Amount  Received,"  and  "Amount  Paid."  The 
entries  therein  are  as  follows:  December  28,  193-,  the 
Balance  on  Hand  at  the  opening,  $25.00,  entered  on  line  1 ; 
and  on  line  2,  Cash  Receipts,  $240.60.  Both  of  these 
amounts  are  entered  in  the  "Amount  Received"  column. 
(These  2  entries  correspond  to  items  1  and  2  on  the  Cash- 
ier's Daily  Proof  of  Cash.)  In  the  Amount  Paid  column 
appear  the  disbursement  items  of  December  28,  193-,  ob- 
tained from  the  receipted  bills  and  approved  vouchers. 
These  disbursements  include  one  item  for  $3.00,  a  cash 
refund  made  to  a  customer  for  goods  returned.  The  total, 
$7.65,  agrees  with  item  4  on  the  Daily  Proof  of  Cash. 
Finally,  in  the  Amount  Paid  column,  at  the  end  of  the 
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record  on  December  28,  193-,  you  have  the  cash  delivered 
to  the  manager,  $232.95,  and  the  balance  on  hand  at  the 
end  of  the  day  (the  "change  fund")  $25.00.  The  sum  of 
these  two  items,  $257.95,  appears  as  item  5  on  the  Daily 
Proof  of  Cash.  The  $25.00  balance  on  hand  at  the  close  of 
business,  December  28,  193-,  is  brought  down  into  the 
Amount  Received  column,  and  is  called  the  balance  on  hand 
at  the  beginning  of  the  next  day,  December  29,  193- . 

The  Record  of  Cash  Receipts  and  Disbursements  con- 
tinues to  show  the  amounts  received  and  paid  out  for  De- 
cember 29,  193-.  What  is  the  amount  of  the  change  fund 
at  the  beginning  of  the  day?  What  item  is  this  amount  on 
the  Daily  Proof  of  Cash  Statement  for  December  29,  193- ? 
From  what  item  on  the  Daily  Proof  of  Cash  are  the  cash 
receipts  of  $205.75  in  the  cash  paid  column  obtained?  The 
five  disbursements  in  the  Amount  Paid  column  are  taken 
from  what  forms?  Why  was  $1.25  refunded  to  Andrew 
McDonald,  a  customer?  To  what  item  on  the  Daily  Proof 
of  Cash  does  the  total  correspond?  What  amount  in  the 
Daily  Proof  of  Cash  do  the  last  two  amounts  in  the  Paid 
column  equal  ?  What  is  the  balance  on  hand  December  30 
at  opening  time? 

This  simple  Record  of  Cash  Receipts  and  Disbursements 
summarizes  all  the  facts  found  on  the  cashier's  Daily  Proof 
of  Cash,  and  includes  the  individual  amounts  represented  by 
the  paid  bills  or  vouchers.  It  shows  the  amount  given  to  the 
manager  for  deposit  and  the  balances  at  the  beginning  and 
end  of  each  day  (the  change  fund) . 

It  is  to  be  remembered  that  the  Record  of  Cash  Receipts 
and  Disbursements  is  kept  from  day  to  day  and  runs  con- 
tinuously on  the  pages  of  a  bound  book.  All  entries  in  this 
record  are  made  in  ink.  For  these  reasons  it  becomes  a  per- 
manent record  of  cash  receipts  and  disbursements  that  can 
be  used  for  reference  at  all  times.  Why  was  this  record 
prepared  by  the  cashier  and  not  by  the  bookkeeper? 
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Cash  Short  or  Over 

Problem  2.  During  most  of  December  the  cashier  of  the  Amer- 
ican Dry  Goods  Store  found  that  his  cash  "checked  out";  that  is,  it 
was  found  correct  when  the  daily  tally  was  made.  However,  on 
December  30,  193—  the  cashier  found  that  he  was  $9  over,  and  on 
December  31,  193—,  65c  short.  How  did  these  discrepancies  arise? 

The  cashier  remembered  that  on  December  30,  193-,  a 
customer  handed  him  a  $10  bill  to  pay  for  a  purchase  of 
72c.  He  had  placed  on  the  counter  the  28c  in  change  which 
the  customer  had  picked  up  hurriedly.  Before  he  could  give 
him  the  rest  of  the  change  (the  $9  in  bills),  the  customer 
had  disappeared.  This  was  evidently  the  reason  for  the 
over-amount  or  excess  on  that  day's  check  of  cash.  The 
customer  came  in  the  next  day  and  claimed  that  he  had 
received  change  for  only  a  one  dollar  bill  instead  of  a  ten 
the  day  before.  The  cashier  immediately  turned  over  the 
$9  to  the  customer.  This  error  could  have  been  avoided. 
The  cashier  should  have  said  at  the  time  clearly  and  dis- 
tinctly, "72c  out  of  $10"  which,  as  we  observed  in  previous 
lessons,  is  the  customary  statement  for  cashiers  in  retail 
stores  to  make  when  money  is  tendered  them  by  customers. 

The  cashier's  shortage  of  65c  on  December  31,  193-,  can 
be  explained  in  one  of  a  number  of  ways.  He  may  have 
given  too  much  change  to  one  or  more  customers.  He  may 
have  mislaid  a  receipted  bill  for  an  equal  amount  of  money 
disbursed  from  the  cash  register.  He  may  have  failed  to 
count  carefully  the  money  on  hand  at  the  beginning  of  the 
day  and  had  started  with  a  smaller  amount  than  was  shown 
on  the  cash  record.  All  these  possible  errors  indicate  the 
need  for  greater  care  and  accuracy  on  the  part  of  the  cash- 
ier. Why  do  some  firms  require  the  cashier  to  make  up 
shortages  out  of  his  own  money? 

The  Petty  Cash  Fund 

Paying  for  small  expenditures  out  of  the  money  in  the 
cash  register  is  confusing  to  the  cashier,  makes  checking 
harder,  and  at  times  causes  shortages  or  over-amounts.  To 
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pay  for  each  of  these  small  items  by  check  would  be  very 
inconvenient  and  wasteful  of  time.  A  third  and  better  plan,  • 
used  by  many  concerns,  is  to  set  aside  a  special  cash  fund, 
which  is  replenished  from  time  to  time,  to  take  care  of  these 
petty  expenditures.  This  fund  is  called  a  petty  cash  fund. 
It  is  kept  apart  from  the  money  in  the  cash  register,  and  is 
handled  by  the  cashier  or  by  a  special  clerk  called  the  petty 
cashier. 

Tlie  Petty  Cash  Voucher  and  Record 

The  cashier  or  the  petty  cashier  will  require  a  written 
authorization  before  making  any  disbursements  from  the 

petty  cash  fund.  This 
authorization  is  usually 
given  through  a  petty 
cash  voucher  (illustrat- 
ed on  this  page)  which 
has  been  signed  by  the 
manager.  A  record  must 
be  kept  of  receipts  and 

r»  x      ^    u  IT     u      -d  disbursements  of  petty 

Petty  Cash  Voucher  Form  „_  "      * 

cash  in  a     Petty  Cash 

Book,"  or  "Petty  Cash  Record."  This  record  is  known  as  a 
Record  of  Petty  Cash  Receipts  and  Disbursements  and 
closely  follows  the  form  of  the  Record  of  Cash  Receipts  and 
Disbursements  explained  earlier  in  the  lesson. 

Summary 

A  Record  of  Cash  Receipts  and  Disbursements  may  be 
made  to  supplement  the  cashier's  Daily  Proof  of  Cash.  This 
record  shows  the  dates  of  receipts  and  disbursements  and 
explanations,  the  amounts  received  and  paid,  the  cash 
turned  over  to  the  manager,  and  the  balance  on  hand  or  the 
change  fund  to  be  carried  over  to  the  next  day  at  its  start 
of  business.  Cashiers  must  be  careful  and  accurate  in  order 
to  avoid  shortages  and  over-amounts  (excesses)  in  the  cash 
receipts.  The  petty  cash  fund  provides  a  fund  for  payment 
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of  petty  expenditures,  through  petty  cash  vouchers.  The, 
Record  of  Petty  Cash  Receipts  and  Disbursements  contains 
a  record  of  receipts  and  disbursements  of  petty  cash. 


Business  Vocabulary 

charity 
over-amounts 


avoided 
mislaid 
voucher 


affair 
discrepancies 


ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  These  Daily  Proof  of  Cash  statements  have  been  prepared 
by  the  cashier  of  the  Tareyton  Hardware  Store  for  the  first 
four  days  of  the  week  of  April  15,  193-. 


Proof  of  Cash 
Balance  at  Beginning 
Cash  Receipts 
Total    Cash   Receipts 
Cash  Payments 
Balance  at  End 


Monday 
April   15 
$  25.00 
278.65 

Tuesday 
April  16 
$  25.00 
309.78 

Wednesday 
April   17 
$  25.00 
296.50 

Thursday 
April   18 
$  25.00 
288.94 

$ 

$ 

$  

$  

1875 

22  85 

1688 

$ 

$.  . 

$  

$  

Copy  and  complete  these  statements. 

2.  The  cashier  at  the  end  of  the  day  on  April  18,  193-  had  the 
following  bills  and  coins  in  his  cash  register :  3 — $10  bills ;  9 — $5 
bills;    134   singles;   37  halves;    123   quarters;    257   dimes;    243 
nickels;   96  pennies.    The  manager  checked  this  cash  with  the 
balance  shown  on  the  statement  for  the  day   (see  April  18  in 
Problem  1  above),  returned  a  "change"  fund  of  $25.00  to  the 
cashier,  and  deposited  the  rest  of  the  money  in  the  bank. 

(a)  Show   by  using  figures  how  the  manager's    verification 
agreed  with  the  amount  of  money  in  the  register. 

(b)  Find  the  amount  of  cash   the  manager  deposited  in  the 
bank. 

3.  A  petty  cash  fund  is  started  with  $35  in  the  petty  cash 
box.    During  a  week  $27.54  is  paid  out  in  petty  cash  expendi- 
tures.  What  is  the  balance  in  the  petty  cash  fund  at  the  end  of 
the  week  ? 

GROUP  II 

1.     The  delivery  boy  of  the  American  Dry  Goods  Store  was  in- 
structed to  take  a  package  to  a  customer  and  to  get  $8.67,  the 


HANDLING    CASH  399 

.amount  of  the  sale,  upon  delivery.  The  cashier  gave  him  $1.33  in 
coin  to  take  with  him.  Why  was  the  delivery  boy  given  this 
change?  How  much  money  must  the  delivery  boy  turn  over  to 
the  cashier  on  his  return?  How  much  will  the  cashier  ring  up? 
How  may  this  giving  of  change  to  the  delivery  boy  cause  a  dis- 
crepancy in  cash  receipts? 

2.  The  manager  of  Cooper  &  Garnet  established  a  petty  cash 
fund  with  a  sum  of  $25.    The  cashier  presents  vouchers  totaling 
$24.25  but  the  manager  gives  him  only  $20  to  replenish  the  fund. 
Why  is  this  not  as  practical  a  replenishment  as  of  the  full  amount 
of  the  vouchers  ? 

3.  The  Charles  Sprague  Store  of  Milwaugee,  Wis.,  has  one 
cashier  for  its  five  departments.   The  manager  checks  the  Cash- 
ier's Daily  Proof  of  Cash  statements.  The  cashier  is  also  required 
to  record  his  receipts,  payments,  and  transfers  of  daily  receipts 
to  the  manager  in  a  Record  of  Cash  Receipts  and  Disbursements. 
The  following  narrative  includes  the  transactions  involving  the 
cash  receipts  and  disbursements  for  two  days : 

Jan  2,  193- 

Change  fund  in  the  cash  register  at  the  beginning  of  the 
day,  $35.00,  distributed  thus:  $10  in  singles;  $10  in  quar- 
ters; $5  in  dimes;  $8  in  nickels;  and  $2  in  pennies. 
Cash  sales  for  the  day,  as  shown  by  the  total  of  sales  checks, 
$298.65. 
Receipted  vouchers  for  cash  disbursed  from  cash  register: 

No.  108 — for  stamps $1.50 

No.  109 — stationery    3.25 

No.  110— electric  bulbs 1.10 

Money  in  cash  register  at  end  of  day : 

1_$50  bill;  2— $10;  6 — $5;  97— $1;  $10.50  in  halves;  $65.25 
in  quarters;  $35.70  in  dimes;  $16.45  in  nickels;  $2.90  in 
pennies. 

The   manager    deposited    $292.80,    leaving    the   balance    as    a 
change  fund  for  the  next  day. 

Jan.  3 

Change  fund  in  the  cash  drawer  at  beginning  of  the  day: 

$10  in  $1  bills ;  $10  in  quarters ;  $6  in  dimes ;  $8  in  nickels ; 

$1  in  pennies. 

Total  sales  checks  for  the  day,  $305.30. 

Receipted  vouchers  for  cash  disbursed  from  cash  register: 

No.  Ill — for  car-fares     $  .55 

No.  112 — for  refund  to  customer    .  .   3.00 
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No.  113 — for  towel  service  for  month 1.75 

No.  114 — for  repairs    2.50 

Money  in  cash  register  at  the  end  of  the  day: 
1— $20  bill;  3— $10;  6— $5;  94— $1 ;  $18.50  in  halves;  $73.25 
in  quarters;  $42.80  in  dimes;   $20.75  in  nickels;    $3.20  in 
pennies. 

The  manager  deposited  the  following  amount  of  cash  turned 
over  to  him  by  the  cashier,  after  setting  aside  the  balance  as  a 
change  fund  for  the  next  day:  1— $20  bill;  3— $10;  6— $5; 
85 — $1;  $18.50  in  halves;  $60  in  quarters;  $40  in  dimes;  $12  in 
nickels;  $2  in  pennies. 

(a)  Prepare  the  cashier's  Daily  Proof  of  Cash  statements  for 
the  two  days  to  be  submitted  to  the  manager. 

(b)  Prepare  the  Record  of  Cash  Receipts  and  Disbursements. 


LESSON  3 

SPECIAL  PROBLEMS  IN  HANDLING  CASH  RECEIVED 
FROM  CUSTOMERS  IN  RETAIL  STORES 

Additional  problems,  other  than  those  solved  in  the  first 
two  lessons  of  this  unit,  come  up  during  the  course  of 
the  day  in  handling  money  received  from  cash  customers  of 
retail  stores.  Some  of  these  special  problems  will  be  dealt 
with  in  this  lesson. 

Providing  a  Supply  of  Change  on  Hand 

Problem  1.  The  American  Dry  Goods  Store  has  one  cashier 
who  receives  payments  from  cash  customers  of  all  the  departments. 
(See  Lesson  2  of  this  unit.)  On  Monday  morning,  January  3,  1 93-, 
the  newly-employed  cashier  has  in  the  cash  register  at  the  beginning 
of  the  day's  work  twenty  dollars,  made  up  of:  one  five-dollar  bill; 
ten  singles;  and  twenty  quarters.  The  first  customer  in  making  pay- 
ment for  goods  bought,  presents  a  sales  check  of  sixty  cents  and 
tenders  a  dollar  bill.  The  cashier  is  not  able  to  make  the  proper 
change — forty  cents — as  he  has  not  the  necessary  supply  of  small 
coins.  What  should  have  been  done  to  prevent  this  situation? 
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An  adequate  supply  of  change  should  have  been  provided 
for,  before  the  starting  of  business  on  Monday.  A  supply 
of  change  like  the  following  should  have  been  obtained : 

10  $1  bills  $10.00 

4  halves  2.00 

10  quarters  2.50 

25  dimes  2.50 

40  nickels  2.00 

100  pennies  1.00 

$20.00 

The  cashier  would  then  have  been  able  to  give  the  cus- 
tomer his  exact  change.  Instead  of  halves,  although  they 
serve  the  same  purpose,  how  many  additional  quarters 
might  have  been  obtained?  Why  are  so  many  dollar  bills 
needed?  Why  are  larger  quantities  of  nickels  and  pennies 
required  than  of  dimes  and  quarters?  What  would  be  the 
disadvantage  of  leaving  out  the  dimes  and  replacing  them 
with  nickels?  Attention  should  be  given  to  keeping  an 
adequate  supply  of  change  on  hand  at  all  times  during  the 
day. 

On  Tuesday  morning  the  manager  of  the  American  Dry 
Goods  Store  sent  the  cashier  to  the  bank  with  five  $10  bills 
to  get  change  for  the  register.  The  cashier  was  instructed 
to  obtain  that  amount  of  currency  (bills  and  coins)  in  the 
following  denominations:  $5  bills,  $1  bills,  quarters,  dimes, 
nickels,  and  pennies.  He  brought  back  2  $5  bills;  15  $1 
bills;  1  roll  of  quarters  (40  in  a  roll)  ;  2  rolls  of  dimes 
(50  in  a  roll)  ;  2  rolls  of  nickels  (40  in  a  roll)  ;  2  rolls  of 
pennies  (50  in  a  roll).  Check  the  change  to  see  if  it  is 
correct.  How  adequate  is  the  supply  of  currency  and  why? 

Checking  Change  at  the  Beginning  of  the  Day 

Problem  2.    The  cash  "change"  bag,  which  was  taken  from  the 
safe  by  the  manager  of  the  American  Dry  Goods  Store  at  the  begin- 
ning of  the  day  (Wednesday),  contained  $30,  distributed  as  follows: 
I— $5  bill;   10— $  I   bills;  20  quarters;  50  dimes;  80  nickels;   100  pen- 


* 


402   OUR  DAILY  CONTACTS   WITH   BUSINESS 

nies.  Why  does  the  cashier  count  the  money  in  the  "change"  bag  as 
he  transfers  it  to  the  compartments  in  the  cash  register?  Why  is  this 
check  at  the  beginning  of  the  day  necessary?  For  what  reasons  did 
the  manager  decide  on  a  "change"  fund  of  $30?  Suppose  the 
supply  of  change  runs  low  during  the  day,  what  does  the  cashier 
have  to  do?  The  student  can  easily  solve  this  problem. 

Using  the  Cash  Register 

Recording  the  Sale  and  Making  Change. 

Problem  3.  The  cashier  of  the  American  Dry  Goods  Store  is 
at  his  desk  with  the  cash  register  shown  below.  A  customer  presents 
a  sales  slip  for  $1.15  and  tenders  a  $10  bill  in  payment.  What  is 
done  by  the  cashier  in  order  to  record  the  sale  on  the  cash  register 
and  make  the  necessary  change? 


Photo    by   Ewing    Galloway 


The  Cash  Register 
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The  cashier's  procedure  in  recording  the  sale  on  the  cash 
register  and  in  making  the  necessary  change  is  explained  in 
the  following  series  of  steps: 

1.  The  cashier  says  to  the  customer,  "$1.15  out  of  $10." 
This  is  done  to  avoid  the  possibility  of  making  change  out 
of  any  other  bill  than  a  $10  bill. 

2.  The  cashier  looks  closely  at  the  bill  given  to  him  by 
the  customer. 

Counterfeit  bills  and  coins  are  sometimes  presented  by 
customers.  The  cashier  must  be  cautious  and  know  how 
to  apply  certain  tests  to  all  bills  and  coins  he  receives.  An 
examination  of  the  color  and  the  texture  of  a  bill  will  help 
to  determine  its  genuineness.  The  serial  number  can  be 
noted  as  the  cashier  often  receives  lists  of  serial  numbers 
of  counterfeit  bills  that  the  Federal  authorities  know  are  in 
circulation.  In  the  case  of  coins,  the  "ring"  and  the 
"weight"  of  the  coin  serve  as  tests.  The  cashier  must 
remember  that  in  most  cases  counterfeit  money  is  offered 
by  people  who  are  unaware  of  its  nature. 

3.  The  cashier  places  the  $10  bill  on  the  register  ledge 
while  he  is  counting  the  change. 

You  have  learned  that  the  reason  for  this  procedure  is 
to  avoid  a  possible  claim  by  the  customer  that  he  had 
tendered  a  bill  of  a  higher  denomination. 

4.  The  cashier  records  the  $1.15,  the  amount  of  the  sale, 
on  the  cash  register. 

To  do  this,  he  presses  the  $1,  the  lOc,  and  the  5c  keys 
of  the  cash  register  and  then  turns  the  handle  on  his 
right.  This  registers  the  amount  of  the  sale  in  the  machine, 
and  the  cash  drawer  springs  open.  (Look  at  illustration, 
page  402,  and  you  will  see  the  keys,  the  handle,  and  the  cash 
drawer  with  its  separate  compartments.)  On  an  electric 
cash  register,  a  bar  to  the  right  is  touched,  just  like  the 
space  bar  of  a  typewriter,  and  the  cash  drawer  opens 
automatically.  The  handle  is  unnecessary  on  this  type  of 
register.  Why?  On  other  makes  of  cash  registers,  neither 
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the  handle  nor  the  bar  is  found,  as  the  drawer  opens  auto- 
matically when  a  key  is  depressed. 

5.    The  cashier  proceeds  to  make  change. 

He  takes  coins  and  bills 
out  of  the  compartments  as 
follows :  1  dime,  3  quarters, 
3  one  dollar  bills,  and  1  five 
dollar  bill;  in  other  words, 
he  counts  up  from  $1.15  to 
$10. 

6.  The  cashier  checks 
the  change  as  he  gives  it  to 
the  customer. 

As  he  turns  over  to  the 
customer  each  of  the  coins 
and  bills  that  make  up  the 
change,  the  cashier  says 
aloud,  "$1.15,  $1.25,  $2.00, 
$5.00,  $10.00.  Thank  you." 

Making  "Pay  Outs/' 

Problem  4,  The  cashier  of 
the  American  Dry  Goods  Store 
is  asked  by  the  manaser  to 
make  a  payment  of  $2.50  out 
of  the  money  in  the  cash 
register.  Why  does  the  cashier 
ask  for  and  receive  a  properly 
signed  order?  How  does  he 
record  this  "pay  out"  on  the 
Paper  Tape  of  Cash  Register  cash  register? 

The  cashier,  as  was  previously  explained,  is  not  permitted 
to  take  money  from  the  cash  register  without  an  approved 
voucher.  Therefore,  the  manager  gives  the  cashier  a  signed 
order  for  $2.50.  As  the  cashier  prepares  to  take  the  money 
out  of  the  register,  he  presses  in  rapid  succession,  or  per- 
haps together,  the  $2,  the  50c,  and  the  "paid  out"  keys.  On 
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the  paper  tape  of  the  cash  register  the  "paid  out"  amount 
will  appear  with  the  abbreviation  "Pd"  next  to  it,  and  this 
amount  will  not  be  added  to  the  receipts  by  the  machine. 
The  illustration  on  page  404  should  make  this  clear  to  you. 
In  some  cash  registers  the  amount  paid  out  is  subtracted 
automatically  from  the  total  of  receipts.  At  the  end  of  the 
day,  the  cashier  finds  that  the  total  rung  up  on  the  "paid 
out"  keys  equals  the  sum  of  the  signed  "pay  out"  orders 
in  the  register.  Why  should  that  be  the  case? 

Summary 

The  cashier  is  expected:  (1)  to  keep  an  adequate  supply 
of  change  on  hand  at  all  times  in  the  cash  register;  (2)  to 
check  the  amount  of  change  in  the  cash  register  at  the  be- 
ginning of  the  day;  (3)  to  use  the  cash  register  properly; 
(4)  to  make  change  correctly;  (5)  to  make  "pay  outs"  from 
the  cash  register.  Exact  knowledge  and  skill  in  handling 
these  special  problems  is  important. 

Business  Vocabulary 

forestall  nickels  counterfeit 

currency  halves  tabulation 

quarters  pennies 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  The  manager  of  the  American  Dry  Goods  Store  sent  the 
cashier  to  the  bank  with  three  $20  bills  to  change  into  five  dollar 
bills,  singles,  quarters,  dimes,  nickels,  and  pennies.    The  cashier 
returned  with  the  following:  3 — $5  bills;  15 — $1  bills;  2  rolls  of 
quarters  (40  in  each  roll)  ;  1  roll  of  dimes  (50  in  the  roll)  ;  2  rolls 
of  nickels  (40  in  each  roll)  ;  2  rolls  of  pennies  (50  in  each  roll). 

(a)  Check  carefully  to  see    if  the  correct  change  has  been 
brought  back.    Show  the  computation  you  used  in  checking. 

(b)  If  the  manager  instructed  the  cashier  to  change  one  of  the 
rolls  of  quarters   into  nickels,  how  many  extra  rolls  of  nickels 
would  the  cashier  bring  back? 

2.  Show  clearly  how  change  is  made  for  the  five  sales  detailed 
below : 
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Sales  Check  No.  Amount  of  Sale     Bills  and  Coins  Receive  d 

198  $4.63  5— $1  bills 

199  .59  3 — quarters 

200  1.44  1— $2  bill 

201  6.62  1— $5  and  2— $1  bills 

202  .16  1— half  dollar 

GROUP  II 

1.  Having  failed  to  keep  an  adeqate  supply  of  pennies  in  his 
change  drawer,  the  cashier  is  obliged  to  ask  a  customer  present- 
ing a  sales  check  for  52c  for  two  pennies  in  order  to  give  him 
change  of  his  dollar.   Why  is  it  unfair  to  cause  the  customer  the 
extra  trouble  ?   What  will  the  cashier  be  obliged  to  do  should  the 
customer  not  have  the  two  pennies? 

2.  A  customer  trades   at  a  certain   retail   store   frequently. 
What  is  likely  to  happen  if  he  is  asked  on  more  than  one  occasion 
to  pay  his  sales  checks  with  the  exact  amounts  because  the  cash- 
ier cannot  make  change  ? 

3.  A  regular  customer  comes  into  the  National  Drug  Store  and 
asks  to  have  a  $5  bill  "changed."    Why  should  the  key  marked 
"No  Sale"  be  pressed  to  open  the  cash  drawer?   What  error  will 
be  made  if  the  $5  key  is  used?   Why  do  some  retail  stores  place 
this  sign  near  the  cash  register,  "No  Checks  Cashed"? 

4.  The  cashier  of  the  Chas.  Sprague  Store,  upon  his  arrival 
to  work  at  9  A.  M.,  is  instructed  by  the  manager  to  go  to  the 
bank  and  have  five  ten  dollar  bills  changed  in  order  to  supply 
himself  with  sufficient  change.    The  cashier  returns  with  1 — $5 
bill,  15 — $1  bills,   1  roll  of  quarters   (40  in  the  roll),  2  rolls  of 
dimes  (50  in  the  roll),  4  rolls  of  nickels  (40  in  the  roll),  and  4 
rolls  of  pennies  (50  in  the  roll).  On  his  return  at  9:15  a  customer 
hands  him  a  sales  check  of  $1.59  with  a  $5  bill.  The  cashier  makes 
the  change  and  gives  it  to  the  customer.  The  delivery  boy  asks  for 
$1.75  to  buy  supplies,  presenting  the    cashier  with  a   voucher 
signed  by  the  manager.  The  cashier  pays  out  this  money. 

(a)  Show  how  the  cashier  made  a  second  check-up  of  the 
change  of  the  five  ten-dollar  bills,  as  he  placed  it  in  the  cash 
register.  Where  did  he  make  the  first  check-up? 

(b)  Describe  in  detail  all  the  steps  involved  in  ringing  up  the 
$1.59  sale  and  the  making  of  the  change. 

(c)  How  was  the  amount  "paid  out"  rung  up  and  recorded  on 
the  cash  register? 
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LESSON  4 

PREPARING  CASH  FOR  DEPOSIT;  COUNTING  AND 
SORTING  MACHINES 

Preparing  Cash  for  Deposit 

Problem  1.  During  the  course  of  the  day  the  cash  register  of 
the  American  Dry  Goods  Store  becomes  filled  to  capacity  with  bills 
and  coins.  Just  before  three  o'clock,  the  bank's  closing  hour,  the 
cashier  is  asked  by  the  manager  to  prepare  the  surplus  currency  for 
deposit.  What  are  the  detailed  steps  involved  in  performing  this 
task? 

1.  Procuring  Wrappers  from  the  Bank.    The  cashier  has 
previously  obtained  from  the  bank  wrappers  which  are 
used  to  secure  and  wrap  the  bills  and  coins.   As  a  general 
rule,  the  wrappers  supplied  by  the  bank  permit  the  currency 
to  be  wrapped  in  the  following  lots : 

Dollar  bills  in  paper  bands  of  $50  or  $100  to  the  package. 

Halves,  20  in  a  wrapper,  making  $10  to  a  package. 

Quarters,  40  in  a  wrapper,  making  $10  to  the  package. 

Dimes,  50  in  a  wrapper,  making  $5  to  the  package. 

Nickels,  40  in  a  wrapper,  making  $2  to  the  package. 

Pennies,  50  in  a  wrapper,  making  50c  to  the  package. 

For  larger  denominations  of  bills,  properly  labeled  dollar 
band  wrappers,  or  special  wrappers  of  $100,  $500,  etc.,  to 
the  package  may  be  used. 

2.  Arranging,  Stacking,  Counting,  and  Wrapping  of  Bills. 
The  cashier  removes  all  the  dollar  bills  from  the  proper 
compartment   of  the   cash   register   drawer,    places   them 
on  the  desk,  and  proceeds  to  stack  or  place  them,  right 
side  up,   one  above  the  other.    He  then  assorts  them  in 
groups  of  fifty.     (If  very  many  bills  are  being  stacked 
groups  of  a  hundred  are  formed.)     He  wraps  the  paper 
band  around  each  group  and  pins  the  package ;  where  wrap- 
pers are  prepared  with  glue,  he  moistens  the  glue  with  a 
wet  sponge  and  seals  the  package. 
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3.  Arranging,  Stacking,  Counting,  and  Wrapping  of  Coins. 
The  cashier  removes  the  halves  from  the  register  com- 
partment or  till  which  holds  them  and  arranges  them  in 
stacks.  He  places  20  halves  to  a  stack.  Each  stack  is  then 
rolled  into  a  "Half-dollar"  wrapper  and  the  edges  of  the 
rolled  package  are  turned  down  to  hold  the  coins  together. 


Cylindrical  Coin  Wrappers 


Photo   by   Ewing    Galloway 
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Sorting,  Stacking,  Counting,  and  Wrapping  Coins 
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Some  banks  provide  wrappers  that  are  not  flat,  but  already 
cylindrical  in  shape  (see  picture  on  page  408)  so  that  coins 
are  dropped  into  the  cylinder  and  not  rolled  as  in  the  flat 
wrapper. 

Similarly,  the  cashier  stacks,  counts,  and  wraps  all  the 
other  coins  found  in  the  register  into  separate  packages, 
assorting  the  coins  in  the  quantity  groups  necessary  for 
the  particular  wrapper  used.  The  picture  on  page  408  shows 
how  the  sorting,  stacking,  counting,  and  wrapping  are  done. 

4.  The  Deposit  Assorted.    All  told  the  cashier  has  seven 
$50  packages  of  $1.00  bills  and  10  loose  one-dollar  bills; 
2  rolls  of  halves;  2  of  quarters;  3  of  dimes;  3  of  nickels; 
and  5  of  pennies.    In  addition  loose  coins  count  to  the  fol- 
lowing: 5  halves;  32  quarters;  15  dimes;  15  nickels;  10 
pennies. 

5.  Preparing  the  Tally  Sheet  and  the  Deposit  Slip.     The 
cashier  now  prepares   a  tatty  sheet  which  is  later  used 
as  a  basis  for  making  the  bank  deposit  slip.   The  informa- 
tion for  this  sheet  he  obtains  from  counting  the  numbers  of 
packages  and  rolls  and  loose  bills  and  coins  that  he  has 
counted. 

Tally  Sheet 

7  packages  of  $1  bills  — -  $350.00 

2  rolls  of  halves  —  20.00 

2  rolls  of  quarters  —  20.00 

3  rolls  of  dimes  —  15.00 
3  rolls  of  nickels  6.00 
5  rolls  of  pennies  2.50 

10  $1  bills  loose  —       10.00 

5  halves  loose  2.50 

32  quarters  loose  8.00 

15  dimes  loose  1.50 

15  nickels  loose  .75 

10  pennies  loose  .10 

Total  Deposit  $436.35 
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The  entry  on  the  deposit  slip  as  made  by  the  cashier  is : 
Bills  $360.00 

Coins  76.35 

Checks 

Total  $4305 

Using   the   Coin   Sorting 
and  Counting  Machine 

Problem  2.  The  school 
cafeteria  of  Madison  High 
School  uses  a  coin  sorting 
and  counting  machine,  a 
picture  of  which  is  on  this 
page.  At  the  end  of  the  day 
three  full  bags  of  change 
and  three  bundles  of  un- 
assorted bills,  collected 
from  the  three  cash  regis- 
ters in  the  cafeteria,  are  to 
be  counted,  checked 
against  the  register  tape 
readings,  and  prepared  for 
deposit.  What  is  the  exact 
procedure? 

(1)  The  coins  in  each 
bag  are  emptied  into 
the  sorting,  wrapping, 
and  counting  machine. 
This  machine  automat- 
ically sorts,  counts,  and 
wraps  the  coins.  (Note 
where  totals  are  regis- 
tered and  coins  are 
wrapped.) 

(2)  The  bills  are  sorted,  stacked,  counted,  and  wrapped 
by  hand. 

(3)  The  tally  sheet  is  prepared  from  the  register  read- 
ing and  from  the  record  of  counted  bills. 


Courtesy:  Standard  Johnson   Co. 

Coin  Sorting  and  Counting 
Machine 
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(4)    The  deposit  slip  is  prepared  from  the  tally  sheet. 

Sorting  and  counting  machines  are  used  by  concerns  that 
receive  large  amounts  of  coins,  such  as  cafeterias,  restau- 
rants, department  stores,  banks,  transportation  companies, 
etc. 

Summary 

In  preparing  the  bills  and  coins  in  the  cash  register  for 
deposit,  the  cashier  stacks,  counts,  and  wraps  them.  Then 
the  tally  sheet  and  deposit  slip  are  made.  Counting  and 
sorting  machines  perform  the  operations  of  stacking  and 
counting,  and  even  wrapping,  automatically. 

Business  Vocabulary 

surplus  cylinder  tallied 

wrappers  cylindrical 


ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  On  a  slip  of  paper,  show  the  figures  necessary  to  complete 
the  following  tally  sheet,  and  find  the  total  deposit  for  the  day: 

The  Meecham  Department  Store 
Cashier's  Tally  Sheet,  Dec.  18,  193- 

$20  bills— 3   (loose) 

$10  bills-— 8   (loose) 

$5     bills — 15   (loose) 

$1     bills — 8  packages  of  50,  and  36  loose 

Halves — 3  rolls  of  20,  and  9  loose 

Quarters — 8  rolls  of  40,  and  16  loose 

Dimes — 10  rolls  of  50 

Nickels — 8  rolls  of  40,  and  20  loose 

Pennies — 12  rolls  of  50,  and  30  loose 

2.  Check  the  individual  amounts  and  total  of  the  Tally  Sheet 
made  up  by  the  cashier  of  the  Meecham  Department  Store  on 
Dec.  19,  193-.    Rewrite  the  amounts,  making  corrections  if  nec- 
essary, and  show  the  total. 
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The  Meecham  Department  Store 
Cashier's  Tally  Sheet,  Dec.  19,  193- 

$50  bills— 1    (loose)    $50.00 

$20  bills — 4    (loose)    80.00 

$10  bills— 6    (loose)    60.00 

$5     bills— 19    (loose)    85.00 

$1     bills— 9  pkgs.  (50  in  each)    450.00 

$1     bills— 29    (loose)    29.00 

Halves— 3  rolls   (of  20)    30.00 

Quarters— 9  rolls   (of  40)    90.00 

Quarters— 19    (loose)    4.75 

Dimes— 10  rolls  (of  50)   100.00 

Dimes — 42    (loose)     4.20 

Nickels— 16  rolls   (of  40)    32.00 

Nickels— 30    (loose)     1.50 

Pennies — 10  rolls   (of  50)    5.00 

Pennies — 36    (loose)     36 

Total   $1021.81 

GROUP  II 

1.  The  wrappers  and  rolls  containing  the  bills  and  coins  to  be 
deposited  by  the  American  Dry  Goods  Store  are  stamped  with 
the  name  of  the  concern  before  they  are  presented  at  the  bank. 
What  is  the  purpose  of  this? 

2.  Mrs.  Baxter  deposited  rolls  of  coins  to  a  savings  account 
in  the  local  savings  bank.    What  does  the  bank  teller  mark  or 
place  on  each  roll  to  identify  the  depositor? 

3.  On   Monday  at  2  P.   M.   the   manager   of  the   Chas.   M. 
Sprague  Store  relieved  the  cashier  of  his  post  so  that  the  latter 
could  take  the  surplus  currency  in  the  cash  register  to  the  bank. 
The  cashier  left  a  change  fund  in  the  cash  register  and  prepared 
the  remaining  bills  and  coins  for  deposit.    He  found  the  follow- 
ing bills  and  coins  after  having  sorted  and  counted:  3  fives,  200 
singles,  129  quarters,  167  dimes,  335  nickels,  and  280  pennies. 

(a)  The  $1  bills  were  wrapped  in  packages  of    50  and  the 
coins  rolled  into  packages  as  follows :  quarters,  40 ;  dimes,  50 ; 
nickels,  40;  pennies,  50.    Determine  the  number  of  packages  of 
each  and  the  loose  bills  and  coins. 

(b)  Prepare  the  cashier's  tally  sheet.    Check  the    figures  on 
this  sheet  with  those  on  the  sheet  recording  the  original  count. 

(c)  Show  the  totals  of  bills  and  coins,  respectively,  and  the 
entire  amount  appearing  on  the  deposit  slip. 


PART  II 


UNIT  XIV 
COMMUNICATION 

LESSON  1 
THE  DEVELOPMENT  AND  NEED  OF  COMMUNICATION 

In  Part  I  we  learned  that  every  one  of  us  has  business 
contacts  of  one  kind  or  another.  Many  illustrations  of  these 
contacts,  occurring  daily  in  our  social  and  business  lives, 
were  presented  and  analyzed.  There  are  still  many  impor- 
tant contacts  with  business  that  will  be  stressed  in  Part  II, 
either  because  they  have  not  been  considered  in  Part  I,  or 
when  treated  have  not  been  given  enough  emphasis. 

It  is  easy  to  understand  that  daily  contacts  are  not  pos- 
sible without  communication. 

Problem  1.  Mary  wishes  to  get  in  touch  with  a  cousin  who 
lives  in  a  distant  city;  Mr.  and  Mrs.  Brown  wish  to  invite  relatives 
to  their  daughter's  birthday  party;  John  must  notify  his  mother  that 
he  is  delayed  at  school;  the  credit  manager  of  a  wholesale  concern 
must  inform  a  customer  of  an  overdue  bill;  the  traveling  salesman  of 
a  firm  must  send  word  of  the  date  of  his  return  to  the  office.  How 
will  all  these  people  eventually  contact  those  whom  they  intend  to 
reach? 

In  the  five  situations  mentioned,  as  well  as  in  thousands 
of  others  that  can  be  taken  from  life,  some  form  of  com- 
munication is  required. 

In  this  lesson  we  shall  first  trace  the  progress  made  in 
methods  of  communication  from  earliest  times  to  the  pres- 
ent, and  then  we  shall  proceed  to  show  the  need  of  it  in 
modern  life. 
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Progress  Made  in  Methods  of  Communication 

We  shall  examine  a  series  of  pictures  given  on  pages  414, 
415,  pause  for  the  details  pictured  in  each,  and  thus  try  to 
get  a  clear  idea  of  each  stage  of  the  development  of  com- 
munication. 

Picture  1.  Fire  Signals.  Here  we  see  the  native  Indian 
tribes  in  communication  with  each  other  by  means  of  signals 
coming  from  fires  built  on  mountain  tops.  The  messages 
conveyed  by  these  signals  were  easily  understood  by  those 
standing  on  another  mountain  far  away. 

Picture  2.  Signals  by  Drum.  In  this  picture  the  messages 
sent  by  drum  signals  were  heard  at  a  distance  and  were 
interpreted  only  by  those  people  with  whom  contact  was 
to  be  made. 

Picture  3.  Flag  Signals.  Signals  by  flags  were  used  in 
later  times,  as  illustrated  in  this  picture,  as  a  means  of 
communication  between  distant  parties  so  located  that  they 
were  able  to  see  each  other's  signals.  In  modern  times  the 
semaphore  code  used  by  the  Boy  Scouts  is  an  application 
of  this  method  of  communication. 

Picture  4.  The  Courier.  The  rider  on  horseback,  seen  in 
this  picture,  carried  messages  by  word  of  mouth  from  vil- 
lage to  village  in  the  early  colonial  days.  He  brought  news 
of  interest  to  the  villagers.  Very  often  he  gave  warning 
of  approaching  danger. 

Picture  5.  The  Pony  Express.  This  illustration  pictures 
a  rider  on  horseback  delivering  mail  to  the  community. 
This  was  one  of  the  earliest  methods  of  carrying  mail  from 
town  to  town. 

Picture  6.  The  Stagecoach.  Here  we  see  another  method 
of  transporting  mail,  which  is  still  in  use  in  certain  parts 
of  our  country.  Of  course,  the  stagecoach  was  able  to  carry 
larger  quantities  of  mail  than  the  pony  express. 

It  must  be  remembered  that  in  the  early  days  of  our 
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republic,  sailing  vessels  also  transferred  mail  from  place 
to  place,  though  no  faster  than  the  pony  express  or  stage- 
coach. 

Picture  7.  The  Railroad.  With  the  invention  of  the  steam 
engine,  the  railroad  came  into  use  as  a  means  of  trans- 
porting large  quantities  of  mail  with  more  speed  and 
for  greater  distances  than  any  of  the  other  facilities  used 
heretofore.  In  picture  7  we  can  see  the  railway  mail  carrier 
taking  on  bags  of  mail  to  be  delivered  to  distant  cities. 

Picture  8.  The  Steamboat.  This  picture  shows  incoming 
mail  brought  from  foreign  shores  by  steamboat — another 
outcome  of  the  invention  of  the  steam  engine. 

Picture  9.  The  Telegraph.  Here  we  have  the  earliest  of 
the  modern  rapid  means  of  communication — the  telegraph. 
Communication  became  a  matter  of  hours  rather  than  days. 
The  telegraph  message — the  message  by  wire — made  quick 
contacts  possible  between  people  living  in  cities  far  apart. 

Picture  10.  The  Telephone.  This  illustration  shows  com- 
munication by  telephone,  one  of  the  fast  means  of  communi- 
cation. The  message  conveyed  through  this  instrument  and 
equipment  is  a  spoken  one  and  is  carried  over  wires  to  the 
listener  in  the  shortest  possible  time.  Reaching  people  at  a 
distance  has  become  a  matter  of  minutes  or  even  seconds. 
Thus  the  greatest  obstacles  to  communication  between  peo- 
ple, space  and  time,  have  been  overcome. 

Picture  11.  The  Radio.  This  most  recent  means  of  com- 
munication which  sends  messages  by  "wireless"  enables 
persons  to  communicate  very  quickly.  It  serves  many  com- 
munication needs  that  cannot  be  satisfied  nearly  so  well  by 
other  methods  of  communication. 

Picture  12.  The  Airplane.  In  this  last  picture  we  see  the 
most  recently  invented  machine  for  transporting  mail  long 
distances — the  airplane.  This  facility  cuts  down  consider- 
ably the  time  it  takes  to  transport  mail  by  railroad  or  by 
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steamship.  Though  in  its  infancy,  the  airplane  has  already 
shown  its  value  in  speeding  up  mail  communication. 

The  Need  for  Communication 

We  have  seen  that  communication  is  indispensable  in 
making  daily  contacts.  Let  us  examine  further  a  few  more 
home  and  business  situations  to  see  the  part  that  communi- 
cation plays  in  modern  life. 

Situation  1.  Helen  Fanning  wishes  to  visit  her  friend, 
Anna,  who  lives  in  a  near-by  town,  and  wants  to  inform 
her  of  this  visit. 

Situation  2.  Mrs.  Martin,  while  preparing  the  noon  meal, 
reminds  herself  that  the  grocer  failed  to  deliver  the  butter 
with  the  morning's  order  and  that  she  will  need  it.  No  one 
else  is  in  the  house,  and  she  hasn't  time  to  get  the  butter 
herself  from  the  grocery  store. 

These  two  illustrations,  chosen  from  the  many  tiiat  occur 
in  the  daily  lives  of  individuals,  show  that  the  contacts 
necessary  to  be  made  by  Helen  Fanning  and  Mrs.  Martin 
require  some  method  of  communication. 

Situation  3.  The  salesman  of  a  firm,  whose  place  of  busi- 
ness is  in  Chicago,  111.,  is  "on  the  road"  canvassing  his 
customers.  He  is  at  Buffalo,  N.  Y.,  when  his  firm  decides  to 
get  in  touch  with  him  to  ask  him  to  call  on  a  concern  to 
whom  he  has  never  sold  before. 

This  situation  is  one  that  comes  up  frequently  in  business 
and  illustrates  a  definite  need  for  communication  between  a 
business  concern  and  its  traveling  salesmen.  You  can 
readily  think  of  many  other  contacts  arising  in  business 
that  require  some  means  of  communication. 

Consideration  of  Time  and  Distance  in  Relation  to  the  Needs 
of  Communication 

Whether  there  is  need  of  communication  will  often  depend 
upon  the  questions  of  time  and  distance.   Let  us  apply  the 
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tests  of  "time  and  distance"  to  the  following  situations  and 
decide  whether  there  is  need  of  communication : 

Situation  1.  A  textile  firm's  buyer  is  returning  from 
Europe  on  an  ocean  liner  that  docks  in  a  few  hours.  The 
office  of  the  buyer  has  been  called  by  the  representative  of 
another  firm  to  inform  him  of  a  desirable  opportunity  to 
buy  a  very  popular  make  of  velours. 

Situation  2.  A  concern  in  St.  Louis,  Mo.,  has  a  represen- 
tative in  Chicago,  111.,  who  has  written  that  he  is  leaving 
for  St.  Louis,  Mo.,  on  an  eleven  o'clock  train  the  very  morn- 
ing his  letter  arrives.  The  manager  has  a  number  of  in- 
structions that  he  is  preparing  to  mail  to  him. 

Situation  3.  The  lawyer  of  a  Boston  firm  has  cabled  his 
office  that  he  is  returning  from  abroad  on  a  seven-day 
steamer  that  will  sail  in  three  days.  An  urgent  legal  matter 
has  come  up  in  Boston,  requiring  his  immediate  attention. 

In  situation  1  we  decide  that  there  is  no  need  of  com- 
munication between  the  office  of  the  buyer  and  the  buyer. 
Why  ?  Why  do  we  decide  in  situation  2  that  there  is  no  need 
of  communication  between  the  manager  and  the  representa- 
tive? In  situation  3  communication  is  necessary.  Why? 

Summary 

Quicker  and  more  efficient  methods  of  communication 
were  developed  to  fill  the  growing  need  for  them  in  the 
social  and  business  world.  Communication  is  a  vital  factor 
in  business  activity.  At  certain  times,  time  and  distance 
may  forbid  communication  of  any  kind.  The  urgency  and 
importance  of  the  situation  will  generally  determine  the 
need  of  communication. 

Business  Vocabulary 

developed  vital  apparent 

communication  existence  possibility 

tremendous  facility  favorable 

invention  interview  improvements 

effective 
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ADDITIONAL   PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  A  series  of  events  involving  arithmetic  problems  that  oc- 
curred on  one  day  in  the  firm  of  Thorp  and  Dann  are  presented 
in  order  to  review  some  of  the  topics  you  studied  in  Part  1.  Time 
yourself  and  see  how  long  you  take  to  solve  these  problems : 

(a)  An   office   clerk   purchased    75 — 3c   stamps    and   80 — 2's. 
What  change  did  he  receive  out  of  a  five-dollar  bill? 

(b)  The  selling  price  of  a  certain  article,  $30,  includes  $18 
as  the  cost  of  goods,  $9  as  the  cost  of  the  business  activities, 
and  $3  as  the  profit.   What  per  cent  of  the  selling  price  is  each 
of  the  three  items  ?  How  can  you  check  your  answer  ? 

(c)  In  the  preparation  of  an   invoice  the  extensions  of  five 
items  were  calculated  by  the  "principle  of  aliquots."   Using  this 
principle,  determine  the  extension  on  each  item  below: 

28  doz.        @  75c 

15  gro.        @  66%c 
12  doz.        @  $1.25 
24  C  @  62V2c 

16  M  @  $2.50 

(d)  Indicate  how  the  payroll  currency  break-up  is  made  for 
each  of  the  following  weekly  salaries :  $37,  $19.75,  $24.59,  $16.50, 
$39.48. 

GROUP  II 

1.  Mary  Moore  wishes  to  arrange  a  surprise  birthday  party 
for  her  friend,  Dorothy.  Mary  hasn't  the  time  to  visit  personally 
a  number  of  friends  whom  she  and  Dorothy  have  in  common,  in 
order  to  invite  them  to  the  party.    How  can  Mary  notify  her 
friends  of  the  party? 

2.  The  morning  newspaper  contains   an   advertisement   an- 
nouncing a  one-day  sale   of  books.    The   advertisement   states 
that  C.  0.  D.  orders  are  accepted.   You  are  unable  to  visit  the 
store  during  the  day  to  buy  two  of  the  books  advertised.    How 
can  some  form  of  communication  solve  your  difficulty? 

3.  An  offer  is  received  from  a  wholesale  grocer  to  sell  one 
hundred  bags  of  coffee  at  a  special  price  if  the  offer  is  accepted 
within  three  days.  Why  is  there  need  of  communication  between 
the  buyer  and  the  seller?    What  will  determine  the  means   of 
communication  ? 

4.  Describe  a  number  of  situations  that  took  place  in  your 


COMMUNICATION  421 

home  during  the  course  of  a  day  or  two,  in  which  some  method 
of  communication  was  used  between  a  member  of  the  family  and 
some  outside  person.  Explain  why  communication  was  necessary 
in  each  situation  mentioned. 


LESSON  2 

DECIDING  UPON  THE  METHOD  OF  COMMUNICATION 

TO  USE 

The  needs  and  uses  of  communication  in  our  daily  con- 
tacts should  be  evident  from  the  situations  studied  in  the 
previous  lesson.  Now  we  are  concerned  with  the  problem 
of  choosing  the  best  method  of  communication  to  be  used 
to  meet  a  particular  situation.  In  each  of  the  following 
cases  it  is  important  that  the  most  practical  communication 
method  be  selected. 

Deciding  to  Use  the  Telephone 

Situation  1.    This  is  a  dialogue  between  the  manager  of  a 

concern  and  his  office  clerk.    (The  office  of  the  concern  is 

two  miles  from  the  nearest  railroad  station.) 

MANAGER:    (Speaking  to  office  clerk) 

John,  I  am  planning  to  leave  for  Washington 
this  afternoon.  Will  you  please  find  out  at  once 
when  the  first  afternoon  train  leaves  for  Wash- 
ington? There  are  no  railroad  time-tables  in 
the  office.  Do  you  know  where  to  get  the  infor- 
mation ? 

JOHN  :  Yes,  sir.  At  the  Pennsylvania  Railroad  Station. 

MANAGER:    That's  right.  But  how  are  you  going  to  get  it? 

JOHN:  Won't  it  be  best  to  phone  to  the  information 

bureau  of  the  Pennsylvania  Railroad? 

MANAGER:  Yes,  I  think  you'll  save  time  if  you  phone, 
instead  of  going  to  the  railroad  station  directly. 
I'll  attend  to  the  tickets  myself. 


422   OUR   DAILY   CONTACTS   WITH   BUSINESS 

(JOHN  telephones  and  finds  the  time  of  depar- 
ture of  two  trains  in  the  afternoon  and  one  in 
the  evening,  and  also  their  time  of  arrival  at 
Washington.) 
JOHN:  (Turning  to  his  manager) 

Pardon  me,  sir.  There  are  three  good  trains 
leaving  for  Washington  at  2 :30,  4 :30,  and  6 :45 
P.  M.  and  arriving  at  6:45,  8:35,  and  11:15 
P.M. 

MANAGER:    That's  the  idea,  John.    Now  I  can  time  my 
work  accordingly  and  manage  to  take  the  most 
convenient  train.   Place  a  memorandum  of  the 
train  schedule  on  my  desk  as  a  reminder. 
What  method  of  communication  was  selected  for  use  in 
this  instance?  How  did  John  save  time  and  effort  by  tele- 
phoning for  information?   In  what  way  did  John  exercise 
good  judgment  in  procuring  the  information?    It  is  very 
clear  from  this  illustration  that  the  telephone  is  one  method 
of  communication,  both  convenient  and  timesaving. 

Deciding  to  Use  the  Telegraph 

Situation  2.  John  Haynes,  the  sales  manager  of  the  Far 
West  Metal  Co.,  hardware  wholesalers,  received  the  follow- 
ing telegram  from  the  Chicago  representative  of  his  firm : 

CHICAGO,    ILL.,   APRIL  24,    193- 
JOHN  HAYNES 

FAR  WEST  METAL   CO. 
59   WEST   STREET, 
DENVER,    COL. 

HAVE  TWO  DAY  OPTION  TWENTY  FIVE  CASES 
STOCK  NUMBER  SIXTY  EIGHT  AT   THREE  SIXTY 
PER  GROSS. 

WILLIAM  WRIGHT. 

The  sales  manager  considers  the  option  price  very  favor- 
able.  How  shall  he  send  an  answer  to  his  representative? 
Mr.  Haynes  chooses  a  method  of  communication  that  in 
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this  particular  situation  is  just  as  sure  and  convenient  as 
the  telephone.  He  telegraphs  permission  to  William  Wright 
to  buy  the  twenty-five  cases.  The  telegram  costs  less  than 
a  telephone  message  and  serves  his  purpose  just  as  well. 
We  can  see  now  that  a  second  important  means  of  communi- 
cation is  the  telegraph. 

Deciding  to  Use  the  Mails 

Situation  3.  The  credit  manager  of  a  firm  of  hardware 
wholesalers  in  San  Francisco  has  received  a  letter  from  a 
paint  manufacturing  firm  in  Cleveland,  asking  for  the 
credit  standing  and  reputation  of  a  retail  store  in  Oakland, 
Calif.,  with  whom  the  hardware  firm  has  done  business. 
What  two  methods  of  communication  already  mentioned 
might  be  used  here?  Why,  however,  is  it  not  necessary  for 
the  credit  manager  to  use  either  of  them  in  this  case? 
What  other  method  of  communication  does  he  actually  use? 

The  credit  manager  answers  the  inquiry  by  letter  in 
order  to  save  the  cost  of  a  telephone  call  or  a  telegram. 
Evidently  the  letter  will  satisfy  the  requirements  of  the 
situation.  Hence,  mail  is  the  third  important  method  of 
communication.  Why  do  individuals  outside  of  business 
most  often  select  mail  as  their  means  of  communication? 

Deciding  to  Use  Cable  Facilities 

Situation  4.  A  New  York  exporter  of  wheat  wishes  to 
communicate  with  a  customer  in  London  within  the  shortest 
possible  time.  How  can  he  do  so? 

A  telephone  message  to  London  would  be  very  expensive, 
but  since  the  exporter  wishes  to  reach  his  customer  as  soon 
as  possible,  and  since  the  making  of  a  large  sum  of  money 
is  involved  in  the  transaction,  he  does  not  stop  to  consider 
the  expense.  Moreover  with  this  method  of  communication 
he  can  speak  to  the  customer  in  more  detail. 

Suppose  the  message  were  less  urgent,  but  communica- 
tion by  mail  would  still  be  too  slow,  what  could  the  exporter 
do  to  reach  his  customer?  He  might  cable  London.  The 
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cable  is  a  fourth  method  of  communication,  and  is  less  ex- 
pensive than  the  telephone  for  over-sea  communication. 

Of  the  four  methods  of  communication  considered  so 
far  which  is  the  cheapest?  Why  is  the  telephone  the  most 
expensive? 

Deciding  to  Use  Radio  Facilities 

Situation  5.  You  made  a  mistake  in  ascertaining  the  time 
of  departure  of  a  steamship  and  reached  the  pier  too  late 
to  say  goodbye  to  a  friend  who  had  left  for  Europe.  How 
can  you  reach  him  on  board  ship  and  send  him  your  fare- 
well greeting? 

You  can  send  a  radio  message  to  the  ship.  Some  ships 
even  have  telephonic  communication  with  the  shore.  But  in 
this  situation  you  decide  that  the  radio,  our  fifth  method 
of  communication,  will  serve  and  thereby  save  the  extra 
expense  of  the  telephone.  Where,  however,  would  a  cable 
first  reach  your  friend?  Why  would  you  not  choose  the 
mail  as  a  means  of  sending  your  farewell  greeting  to  him? 

Elements   to  Consider   before  Selecting   a   Method   of   Com- 
munication 

Situation  6.  Robert  Gordon  of  Atlanta,  Ga.,  has  made  an 
offer  to  the  Lynn  Shoe  Manufacturing  Co.  of  Lynn,  Mass., 
to  buy  its  surplus  stock  of  shoes.  What  considerations  enter 
into  the  selection  of  the  method  of  communication  by  which 
the  Lynn  Shoe  Manufacturing  Co.  accepts  Mr.  Gordon's 
offer? 

If  time  and  convenience  alone  were  the  only  important 
questions  to  consider,  the  Lynn  Shoe  Manufacturing  Co. 
might  use  the  telephone,  notwithstanding  its  great  expense, 
since  it  is  the  fastest  and  most  convenient.  The  telegraph 
is  fast,  less  expensive,  but  not  as  direct  or  fast  perhaps  as 
the  telephone.  Mail  is  the  cheapest,  but  the  element  of  time 
might  forbid  its  use,  as  it  is  the  slowest  method.  The  radio 
is  not  convenient,  as  it  does  not  serve  any  better  than  the 
telegraph  here,  even  if  its  use  were  possible.  Taking  all 
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the  circumstances  into  consideration,  we  judge  that  the 
Lynn  Shoe  Manufacturing  Co.  will  most  likely  use  the  tele- 
graph. The  use  of  one  or  another  method  of  communication 
depends,  as  this  situation  shows,  upon  the  elements  of  time, 
distance,  cost,  convenience,  and  effectiveness. 

Summary 

The  five  important  methods  of  communication  between 
individuals  are:  (1)  telephone,  (2)  telegraph,  (3)  mail, 
(4)  cable,  (5)  radio.  The  elements  of  time,  distance,  cost, 
and  convenience  must  be  weighed  in  each  particular  situa- 
tion to  determine  which  of  the  methods  can  be  used  most 
effectively  and  practically. 

Business  Vocabulary 

railroad  reputation  permission 

station  urgent  expensive 

option  telegraph  radio 

considerations  determination  telephone 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 
GROUP  I 

1.  The  following  tabulation  shows  the  amounts  expended  by 
the  firm  of  Matthews  &  Caxton  during  the  four  weeks  of  Novem- 
ber, 193—,  for  communication  purposes.  They  are  distributed 
according  to  the  five  methods  of  communication : 

Week      Mail      Telephone     Telegraph    Cable       Radio       Totals 

1  $115.00       $57.50  $23.00       $20.70       $13.80       

2  144.00         48.00  12.00         24.00         12.00       

3  140.00         70.00  14.00         33.60         22.40       

4  162.50         40.00  25.00         17.50  5.00 


Totals 

(a)  What  is  the  total  cost  of  communication  each  week? 

(b)  What  is  the  cost  for  all  four  weeks  of  each  type  of  com- 
munication? 

(c)  What  is  the  month's  total  cost  for  communication  of  all 
kinds? 

(d)  How  is  the  total  cost  for  the  month  checked? 
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(e)  For  week  2,  find  what  per  cent  of  the  week's  total  cost  is 
the  cost  of  each  of  the  five  methods  of  communication.  To  what 
per  cent  do  the  five  add? 

GROUP  II 

1.  In  many  business  situations  an  acceptance  of  an  offer  to 
sell  goods  may  be  communicated  to  the  person  making  the  offer 
by  telephone,    telegraph,  cable,  radio,  or  mail.    Which  method 
would  be  most  effective  as  legal  proof  of  the  acceptance?   Why? 

2.  Where  merchandise  of  a  value  of  $50  or  upwards  is  sold,  a 
written  memorandum  of  the  sale  is  advisable,  signed  by  both 
parties.   If  the  sale  is  made  by  one  of  the  methods  of  communi- 
cation, which  one  of  the  five  cannot  be  used?   Which  one  of  the 
other  four  is  best? 

3.  Prepare  five  situations  in  which  communication  is  needed. 
Indicate  the  method 'of  communication  you  choose  to  use  in  each. 
Explain  why  you  have  selected  the  particular  method  in  each  of 
the  situations. 

4.  The  costs  of  communication  to  the  Barrow  Trading  Co.  for 
the  month  of  February,  193-,  are  summarized  in  the  following 
tabulation : 

Communication  Costs — Barrow  Trading  Company 

For  February,  193- 
Week  of         Mail      Telephone  Telegraph  Cable     Radio      Totals 

Feb.     1        $379.50       $179.40       $82.80     $34.50     $13.80     $ 

8         409.75         193.70         89.40       37.25       14.90       

15          374.00         176.80         81.60       34.00       13.60       

22          404.25         191.10         88.20       36.75       14.70 


Totals          $.....        $ $....      $....      $....      $ 

(a)  Find  the  total  cost  of  communication  for  each  of  the  four 
weeks. 

(b)  Find  the  month's  total  cost  of  each  of  the  five  methods 
of  communication. 

(c)  Find  the  total  cost  of  all  kinds  of  communication  for  Feb- 
ruary.  Check  the  result. 

(d)  What  per  cent  of  the  total  communication  cost  is  each  of 
the  items  in  (b)  ? 

(e)  How  much  more  is  the  cost  of  mail  than  the  sum  of  the 
costs  of  the  other  four? 

(f)  Check  the  excess  amount,  found  in   (e),  of  mail  over  the 
other  four  methods,  through  the  use  of  the  per  cents  determined 
in   (d). 
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LESSON  3 
THE  TELEPHONE— USE  OF  DIRECTORIES 

The  Telephone — Use  of  Directories 

The  telephone  is,  of  course,  a  widely  used  means  of  com- 
munication both  inside  and  outside  the  business  world.  In 
the  next  seven  lessons  we  shall  consider  such  details  about 
the  telephone  as  the  use  of  telephone  directories,  making 
and  answering  telephone  calls,  telephone  habits  or  etiquette, 
special  telephone  calls,  kinds  of  telephone  service,  and 
payment  for  telephone  service. 

Telephone  Directories 

It  is  important  to  know  how  to  use  telephone  directories, 
not  only  to  find  telephone  numbers,  but  also  to  find  other 
telephone  information  given  therein.  (This  will  be  shown 
later  when  we  examine  certain  of  the  directories.)  Wher- 
ever telephone  service  is  in  existence,  the  telephone  com- 
pany distributes  telephone  directories  for  the  use  of  its  sub- 
scribers. In  large  communities  or  localities  two  kinds  of 
directories  are  issued.  These  are  usually  published  in  one 
volume.  In  a  few  of  the  larger  cities  they  are  issued  sep- 
arately. 

Finding  Telephone  Numbers  in  an  Alphabetical  Directory 

The  first  type  of  telephone  directory  is  called  the  alpha- 
betical directory.  A  number  of  typical  business  situations 
occurring  in  concerns  of  different  cities  will  be  used  to 
show  how  telephone  numbers  are  found  in  the  alphabetical 
directory.  From  these  examples  the  common  procedure  in 
using  the  alphabetical  directory  in  all  cities,  towns,  and 
villages  can  be  learned. 

Situation  1.  The  sales  manager  of  the  M.  R.  Foster  Co., 
Brooklyn,  N.  Y.,  instructs  the  office  clerk  to  telephone  eight 
customers.  They  are  not  listed  in  the  firm's  telephone  index 
of  customers.  Here  is  the  list  of  customers  to  be  called,  all 
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located  in  Brooklyn,  New  York  City :  T.  J.  McKenna ;  Ryane 
Gym  Wear ;  Army  Good  Wear  Shops ;  Whitney  Sport  Wear 
Shop;  Davega-City  Radio,  Inc.;  T.  Forster;  National 
Leather  Coat  Co.;  Knickerbocker  Boys  Shops. 

Situation  2.  The  office  manager  of  Strong  &  Williams, 
New  York,  N.  Y.,  wishes  to  speak  over  the  telephone  to  the 
five  following  establishments  in  regard  to  new  office  equip- 
ment :  Sears  Roebuck  &  Co. ;  Geo.  W.  Cobb,  Jr. ;  Remington 
Rand,  Inc.;  Yawman  &  Erbe  Mfg.  Co.;  Harry  Meyers  Co. 

Situation  3.  An  advertising  campaign  by  telephone  has 
been  started  by  the  G.  W.  Roberts  Dry  Goods  Store,  Chi- 
cago, 111.,  to  interest  its  charge  customers  in  its  tenth  anni- 
versary sale.  The  manager  instructs  the  telephone  operator 
in  the  general  office  to  go  down  the  list  of  active  charge 
customers  and  connect  him  by  telephone  with  each  of  them 
in  turn.  Here  are  the  first  four  customers:  The  Gorham 
Co.,  J.  H.  Day  Co.,  Harold  H.  Montgomery,  Sherman  Fur 
Co. 

What  is  the  problem  that  has  been  set  for  the  clerk  in 
each  of  the  three  situations?  What  must  the  clerk  obtain 
before  telephoning?  How  shall  these  telephone  numbers  be 
obtained  ? 

In  order  to  make  the  telephone  calls  mentioned  in  each 
of  the  three  situations  it  is  necessary  for  the  clerk  to  find 
the  telephone  numbers  of  each  of  the  parties  to  be  called. 
The  telephone  numbers  are  obtained  from  the  alphabetical 
telephone  directory.  As  we  open  to  any  page  (excepting 
those  giving  general  telephone  information)  of  the  Brook- 
lyn, Manhattan,  or  Chicago  alphabetical  telephone  direc- 
tory, we  notice  that  the  names  of  telephone  subscribers  are, 
arranged  in  the  inverted  or  directory  arrangement  under 
each  letter  of  the  alphabet.  The  address  and  telephone  num- 
ber of  each  subscriber  are  listed  after  his  name.  In  each 
situation  given  the  clerk  lists  the  names  in  the  inverted  or- 
der and  writes  the  telephone  numbers  after  finding  them  in 
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the  directory.  Thus,  in  Situation  1  the  names  of  the  eight 
customers  are  rearranged  alphabetically  in  the  inverted  or- 
der, and  the  telephone  numbers  are  found  in  the  Brooklyn 
directory  under  letters  A,  D,  F,  K,  Me,  N,  R,  and  W  respec- 
tively. An  an  example, 
note  in  the  illustration  on 
this  page,  that  the  tele- 
phone number  of  the 
Army  Good  Wear  Shops 
appears  under  the  "A" 
telephone  subscribers  of 
the  Brooklyn  alphabeti- 
cal telephone  directory. 
The  telephone  numbers 
of  the  other  customers 
were  found  in  a  similar 


Army  Base  Garage  155-58th SU  nset  6-7317 

Army  Base  Warehouse  &  Shipping 

Corpn  151-58th.SU  nset  6-2373 
Army  Good  Wear  Shops  173  Fltbsh  av. NE  vins  8-0750 
Army  &  Navy  Metal  Polish  Co 

250  Ely  av  LIC .  ST  ilwel  4-7360 
Army  &  Navy  Star  Store  879  Bway. .  .PU  laski  5-2042 
Army  &  Navy  Store  1395  E  N  Y  av . . .  Dl  ckns  2-0750 

Army  &  Navy  Store  7223-5  av SH  orRd  5-9011 

Army  Our  Inc  (a  pub)  160  Jay TR  iangl  5-4478 

Army  Plaza  Taxi  Co  920  Union NE  vins  8-8682 

Arnao  J  Jos  2633  C  I  av ES  plnad  5-2024 

Arnao  S  stove  supp  632-3av HU  gunot  4-4880 

Arnoa  Victor  E  1011  Bevrly  rd. . .  .BU  ckmnstr  2-7215 

Arnaud  Eugene  P  148-77th AT  lantc  5-1085 

Arnaud  Leonce  458  E  29 IN  gersol  2-1784 

•Arnaud  Lucy  G  Miss  766  Ocn  av.  .BU  ckmnstr  2-5081 


Section  of   Brooklyn   Alphabetical 
Telephone  Directory 


•  manner.   This  is  the  list  as  completed  by  the  clerk  : 


Army  Good  Wear  Shops 
Davega-City  Radio  Inc 
Forster  T 

Knickerbocker  Boys  Shops 
McKenna  T  J 
National  Leather  Coat  Co 
Ryane  Gym  Wear 
Whitney  Sport  Wear  Shop 


NEvins  8-0750 
SUnset  6-7176 
Cumberland  6-8616 
JEfferson  3-7590 
HUguenot  4-4651 
PUlaski  5-4429 
Windsor  6-7358 
ESplanade  5-2978 


Similarly  the  customers'  names  in  Situations  2  and  3  are 
rearranged  alphabetically  in  inverted  order  and  the  tele- 
phone numbers  found  under  the  corresponding  letters  in 
the  alphabetical  directory  are  as  follows: 

Manhattan,  New  York  City,  Telephone  Directory 
Cobb  Geo  W  Jr  CAnal  6-5070 

Meyers  Harry  Co  Circle  7-3562 

Remington  Rand   Inc.  WOrth  2-7500 

Sears  Roebuck  &  Co  CHickering  4-7600 

Yawman  &  Erbe  Mfg  Co  WOrth  2-5520 
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Chicago  Telephone  Directory 
Day  J  H  Co  HARrison  1778 

Gorham  Co  The  RANdolph  5847 

Montgomery  Harold  H  CENtral  1678 

Sherman  Fur  Co  WEBster  4668 

Difficulties  in  Finding  Telephone  Numbers  in  the  Alphabetical 
Telephone  Directory 

The  ascertaining  of  telephone  numbers  from  the  alpha- 
betical telephone  directory  offers,  however,  new  difficulties. 
Let  us  see  what  they  are. 

Problem  1.  The  secretary  of  the  office  manager  of  Howell, 
Jones  Utility  Investments  Corp.,  New  York  City,  is  instructed  to  look 
up  the  telephone  numbers  of  certain  bureaus  and  departments,  city, 
state,  and  Federal,  which  are  all  in  New  York  City,  borough  of  Man- 
hattan. The  list  is:  City  departments  and  bureaus:  I.  Department  of 
Health,  main  office;  2.  Washington  Irving  High  School;  3.  Depart- 
ment of  Water  Supply,  Gas,  &  Electricity,  general  office.  State  de- 
partments and  bureaus:  4.  Insurance  Department;  5.  Department  of 
Taxation  and  Finance,  Income  Tax  Bureau.  Federal  departments  and 
bureaus:  6.  Weather  Bureau;  7.  Collector  of  Internal  Revenue,  2nd 
District,  New  York;  8.  Inspection  Service,  Dept.  of  Agriculture,  Dairy 
&  Poultry  Products.  How  are  their  telephone  numbers  found? 

The  secretary  learns  that  the  telephone  numbers  of  the 
departments  and  bureaus  are  listed  under  the  following 
headings  respectively:  1.  N  Y  City  of;  2.  N  Y  State  of; 
3.  U  S  Government.  Under  each  of  these  captions  the  names 
of  the  departments  and  bureaus  are  arranged  alphabet- 
ically in  inverted  form.  After  rearranging  the  names,  the 
secretary  obtains  the  telephone  numbers  and  sets  them 
down  as  follows : 
N  Y  City  of 

1.  Education  (Board  of) 
Schools 

Washington  Irving  High  School   ALgonquin  4-3776 

2.  Health  (Department  of) 

Main  office  CAnal  6-1500 
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3.  Water  Supply  Gas  &  Electricity 
(Dept  of)  General  Offices 

N  Y  State  of 

4.  Insurance  (Dept  of) 

*5.    Taxation  &  Finance  (Dept  of) 
Income  Tax  Bureau 

U  S  Government 

6.  Agriculture  (Dept  of) 
Inspection  Service 
Dairy  &  Poultry  Products 

7.  Collector  of  Internal  Revenue 
2nd  Dist  N  Y 

8.  Weather  Bureau 


WOrth  2-4320 

COrtlandt  7-9800 
COrtlandt  7-9800 

CAnal  6-2100 

WHitehall  4-4300 
WHitehall  4-0120 


*See  method  of  listing  this  name  shown  in  illustration  below. 
Summary 

Two  types  of  telephone  directories  are  issued,   one  of 
which,  the  alphabetical,  is  general  throughout  the  country. 
^^^^^_^^^^_^___^^_^^_  In  the  alphabetical  direc- 
tory the  names  of  the  tele- 
phone    subscribers     are 
listed    alphabetically    in 
inverted  order.    The  ad- 
dress   (line    of   business 
or  profession)    and  tele- 
phone   number    are    set 


N  Y  State  of— 

Agriculture  &  markets  dept  of 

80  Centre. CO  rtlnd  7-9800 


Taxation  &  Finance  Dept  of — 
Beverage  Tax  Bureau  80  Centre.. CO  rtlnd  7-9800 
Corporation  Tax  Bureau 

80  Centre. CO  rtlnd  7-9800 
Income  Tax  Bureau  80  Centre. .  .CO  rtlnd  7-9800 
Continued — See  next  column 


Section  of  Manhattan  Alphabetical 
Telephone  Directory 


down  next  to  each  name. 

The  telephone  numbers 
of  departments  and  bureaus  of  city,  state,  and  the  national 
governments  are  found  under  the  names  of  the  city,  state, 
and  the  U.  S.  governments  respectively,  arranged  in  in- 
verted order,  alphabetically,  by  departments  and  bureaus. 


Business  Vocabulary 

weather 


inspection 


bureaus 
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ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

Continue  to  check  your  speed  and  accuracy  in  solving  these 
problems: 

1.  A  change  fund  of  18  singles,  40  quarters,  50  dimes,  100 
nickels,  200  pennies  is  in  the  cash  register  at  the  beginning  of 
the  day.    What  is  the  total  money  amount  of  the  change  fund? 

2.  What  is  the  total  of  a  deposit  consisting  of  2  ten-dollar 
bills,  5  five's,  3  two's,  36  singles,  2  rolls  of  half-dollar  coins  (20 
to  the  roll),  8  rolls  of  quarters  (40  to  the  roll),  9  rolls  of  dimes 
(50  to  the  roll),  12  rolls  of  nickels  (40  to  the  roll)  and  8  rolls  of 
pennies  (50  to  the  roll)  ? 

3.  Out  of  a  petty  cash  fund  of  $25,  the  following  payments 
are  made:  $1.50,  $3.25,  $.75,  $5.00,  $4.50,  and  $.60.    How  much 
is  left? 

4.  The  following  petty  cash  vouchers  have  been  paid:  $.70, 
$1.60,  $.90,   $2.25,   $3.60,   $4.70,   $.75,   and   $1.25.    What  is   the 
amount  necessary  to  replenish  the  petty  cash  fund  to  bring  it 
up  to  its  original  amount  before  the  vouchers  were  paid? 

GROUP  II 

1.  The  names  of  telephone  subscribers  are  listed  in  an  alpha- 
betical telephone  directory,  first,  in  inverted  order  and  then  in 
strictly  alphabetical  arrangement.    Why  do  the  rules  of  alpha- 
betizing apply  to  the  preparation  of  the  directory?    Why  is  this 
systematic  arrangement  so  very  necessary? 

2.  The  telephone  numbers  of  departments  and  bureaus  and 
their  subdivisions   in  large   cities   and   towns   are   found   listed 
under  the  name  of  the  city  or  town.   Why  does  this  arrangement 
simplify  the  printing  of  these  telephone  numbers?    Why  does 
the   same   hold   true   of   state    and    national    departments    and 
bureaus? 

3.  At  the  upper  margin  of  each  page  of  the  telephone  direc- 
tory are  found  the  surnames  of  the  first  and  the  last  subscriber 
on  the  particular  page.   How  is  this  helpful  in  quickly  reaching 
the  names  of  subscribers  whose  telephone  numbers  you  are  seek- 
ing?  Where  else  have  you  observed  this  aid? 

4.  Mrs.  Charles  Somers  is  chairman  of  a  Boys'  Vacation  As- 
sociation. Why  will  she  have  occasion  to  refer  to  the  Alphabetical 
Telephone  Directory? 

5.  Under  the  letter  "G"  in  a  telephone  directory  are  the  fol- 
lowing headings  at  the  top  of  five  consecutive  pages : 
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( 1 )  Graham  —  Grand 

(2)  Grand  —  Graton 

(3)  Grattan  —  Graze 

(4)  Grazi  —  Greco 

(5)  Greco  —  Green 

You  are  to  find  the  telephone  numbers  of  the  ten  following 
firms:  Wm.  A.  Gray  &  Co.,  Inc.;  Greeley  Theater;  Anne  A. 
Granat;  Great  American  Tea  Co.;  Greek  Line;  Lawrence  Gram- 
atan;  Grant  Contracting  Co.;  Great  Western  Co.;  John  Greely, 
Jr.;  Chas.  M.  Graves. 

(a)  Rearrange  the  names  in  the  inverted  and  alphabetic  order. 

(b)  Put  the  number  (from  1  to  5)  of  the  page  on  which  each 
name  will  be  found. 


LESSON  4 
THE  USE  OF  TELEPHONE  DIRECTORIES   (Cont.) 

Suburban  Directories 

In  a  number  of  large  cities  an  alphabetical  directory  is 
issued  which  contains  the  telephone  numbers  of  subscribers 
in  the  vicinity  of  the  city.  This  type  of  directory  is  called 
the  suburban  directory.  In  some  cities,  like  Chicago,  the 
suburban  directory  is  published  separately.  In  other  cities, 
Cleveland  and  Detroit  for  example,  a  suburban  alphabeti- 
cal section  is  included  in  the  same  book  as  the  city  direc- 
tory. In  New  York  City,  as  well  as  other  cities,  separate 
directories  are  published  for  the  various  localities  adjacent 
to  the  city.  In  any  case,  suburban  directories  are  meant 
primarily  for  use  in  the  areas  they  specifically  cover  and 
it  is  in  these  areas  that  they  are  distributed.  They  may  be 
supplied  on  request  to  such  subscribers  in  the  city  as  have 
a  special  need  for  them.  Often  subscribers  find  that  a  tele- 
phone number  booklet,  in  which  they  may  enter  any  num- 
bers they  have  frequent  occasion  to  call  in  the  suburban 
areas,  can  take  the  place  of  the  suburban  directory. 

In  the  city  of  New  York  separate  alphabetical  directories 
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are  published  for  each  of  the  five  boroughs  of  New  York 
City,  namely,  Manhattan,  Brooklyn,  Queens,  the  Bronx,  and 
Richmond  (Staten  Island).  Instead  of  one  large  suburban 
directory  to  include  all  of  the  suburban  districts  of  New 
York  City,  the  telephone  company  has  found  it  more  con- 
venient to  issue  four  individual  alphabetical  directories. 
These  four  directories  are  as  follows:  (1)  for  Nassau  and 
Suffolk  Counties,  Long  Island;  (2)  for  Westchester  County, 
including  part  of  Putnam  County,  New  York  and  Green- 
wich, Connecticut;  (3)  for  Rockland  County,  New  York, 
including  Tuxedo,  Highland  Falls,  and  West  Point;  (4)  for 
various  localities  in  Northern  New  Jersey. 

Finding  Telephone  Numbers  in  Suburban  Directories 

Problem  1.  The  credit  manager  of  Masters  &  Nash,  a  depart- 
ment store,  located  in  Chicago,  Illinois,  instructs  his  secretary  to 
telephone  seven  charge  customers  whose  accounts  have  been  in- 
active. These  customers  are: 

1.  Dr.   Frank  Stewart  Oak  Park,   III. 

2.  Mrs.  Charles  Loewy  Gary,   Ind. 

3.  C.    H.   Cameron  Zion,  III. 

4.  William  C.  Slater  Waukegan,   III. 

5.  Anna   G.   Minott  Park  Ridge,  III. 

6.  W.  N.  Wright  Summit,    III. 

7.  Mrs.  A.   L.  Grogan  Joliet,  III. 

As  these  names  are  not  on  the  secretary's  telephone  index,  how 
does  she  proceed  to  obtain  their  telephone  numbers  from  the  sub- 
urban directory? 

As  you  have  already  learned  in  the  previous  lesson,  the 
first  step  in  finding  the  telephone  numbers  is  to  rewrite 
each  name  given  on  the  list,  in  the  inverted  order.  The 
remaining  steps  in  the  procedure  of  finding  the  telephone 
numbers  are  the  same  as  those  used  in  finding  numbers  in 
the  alphabetical  directory.  Under  the  proper  letter  in  the 
suburban  directory  the  secretary  finds  the  telephone  num- 
bers of  the  seven  customers. 
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The  Classified  Telephone  Directory 

The  classified  telephone  directory,  the  second  kind  of 
telephone  directory,  contains  the  names,  addresses,  and 
telephone  numbers  of  business  subscribers  arranged  or  clas- 
sified according  to  occupations,  kinds  of  businesses,  organi- 
zations, professions,  etc.  The  classifications  are  alphabeti- 
cally arranged  with  the  names  of  subscribers  listed  alpha- 
betically under  their  proper  business  or  professional  groups. 
In  a  number  of  the  largest  cities  the  classified  directory  is 
issued  as  a  separate  volume  called  the  Red  Book;  in  other 
places  it  is  published  as  a  second  section  of  the  volume  con- 
taining the  alphabetical  telephone  directory,  from  which  it 
is  distinguished  by  its  yellow  pages.  In  certain  cities,  at 
the  back  of  the  alphabetical  directory,  are  found  a  classi- 
fied suburban  directory  and  a  suburban  directory. 

Finding  Telephone  Numbers  in  a  Classified  Telephone  Direc- 
tory 

Problem  2.  Mr.  Shannon,  your  employer,  is  chairman  of  the 
office  equipment,  printing,  and  stationery  division  of  the  Citizens' 
Relief  Fund.  He  is  planning  to  telephone  a  number  of  business  firms 
to  recruit  members  for  a  committee  to  solicit  contributions.  You  are 
asked  to  select  six  dealers  in  office  equipment,  three  printing  con- 
cerns, and  ten  wholesale  stationers,  and  list  them  with  their  telephone 
numbers.  Why  would  it  be  inconvenient  in  this  case  to  use  the  alpha- 
betical telephone  directory?  Why  is  the  suburban  directory  out  of 
the  question?  Where  will  you  get  the  telephone  numbers?  Under 
what  headings  will  you  find  the  names?  What  two  types  of  filing 
are  you  reminded  of  when  you  look  in  the  classified  telephone  di- 
rectory? 

Since  the  alphabetical  telephone  directory  has  the  sub- 
scribers alphabetically  arranged  without  any  classification 
into  groups  of  business  occupations  or  professions,  one 
would  be  obliged  to  scan  closely  hundreds  of  names  to  pick 
out  here  and  there  the  name  of  a  subscriber  in  the  office 
equipment,  printing,  or  stationery  business.  Thus  it  would 
be  most  inconvenient  to  use  the  alphabetical  telephone  di- 
rectory. 

The  suburban  directory  would  be  out  of  the  question  be- 
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cause  the  firms  chosen  must  be  in  business  in  the  local  area, 
and  not  in  any  of  the  suburbs.  The  telephone  numbers  will 
be  obtained,  therefore,  from  the  classified  directory. 

Where  the  classified  telephone  directory  has  an  Index  of 
Classified  Headings,  you  look  in  this  index  for  the  three 
classifications :  "Office  Equipment,"  "Printers-Commercial," 
and  "Stationery-Commercial,"  and  find  the  number  of  the 
page  on  which  each  begins.  Otherwise  you  look  in  their 
alphabetical  positions  under  the  letters  0,  P,  and  S  and 
reach  each  of  the  three  classifications.  Under  each  of  the 
classifications  you  find  the  names  of  firms  alphabetically 
arranged  (in  inverted  form)  and  their  telephone  numbers. 
You  then  select  the  list  required  by  Mr.  Shannon. 

The  arrangement  of  subscribers  under  classified  head- 
ings such  as  lawyers,  physicians,  printers,  grocers,  etc., 
reminds  you  of  subject  filing,  while  the  alphabetical  order 
under  each  classification  suggests  alphabetical  filing. 

Problem  3.  The  manager  of  the  delivery  department  of  the 
Strand  Department  Store,  Los  Angeles,  Calif.,  is  in  the  market  for  a 
new  delivery  truck,  and  tires  and  miscellaneous  accessories  for  the 
trucks  he  already  owns.  Several  dealers  in  trucks,  auto  tires,  and 
accessories  are  to  be  listed  for  the  manager,  with  their  telephone 
numbers.  How  will  this  list  be  prepared? 

Find  the  proper  headings  in  the  classified  telephone  di- 
rectory. These  are:  "Motor  Trucks"  (for  the  dealers  in 
trucks)  ;  "Tires";  and  "Automobile  Equipment"  (for  the 
accessories) .  On  the  proper  pages  find  several  dealers  under 
each  heading,  and  their  telephone  numbers.  See  illustration 
on  page  437. 

Problem  4.  A  wholesale  hardware  concern  in  the  city  of  New 
York  is  trying  to  increase  its  trade  by  telephoning  prospective  cus- 
tomers. An  up-to-date  index  of  plumbers,  painters,  and  electricians 
in  the  district  between  59th  Street  and  125th  Street,  Manhattan, 
New  York  City,  is  to  be  prepared.  How  will  the  classified  telephone 
directory  serve  for  this  purpose? 

Under  the  headings:  "Electricians,"  "Painters,"  and 
"Plumbers,"  the  names  of  all  the  electricians,  painters,  and 
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plumbers  within  the  district  mentioned  are  listed.    These 

will  be  taken  from 
the  directory  and  listed 
on  a  separate  sheet  as 
requested. 

Summary 

The  names  of  tele- 
phone subscribers  in  the 
suburbs  of  large  cities 
are  listed  in  suburban 
telephone  directories. 
The  classified  directory 
is  arranged  in  alphabeti- 
cal headings  according 
to  kinds  of  businesses, 
occupations,  professions, 
etc.  Under  each  heading, 
the  subscribers'  names, 
in  inverted  order,  are  ar- 
ranged alphabetically. 
After  each  name  the  ad- 
dress and  telephone  num- 
ber are  listed.  Suburban 
and  classified  directories 
are  issued  separately  or 
with  the  alphabetical. 


Motor  Trucks— See  Truck  Dealers 
Truck  Dealers. 

Autocar  Sales  &  Serv  Co  1801  8  Main.  .PR  spct-5421 
Beacon  Truck  Wreckinj  Co 
Main  Ofc  &  Truck  Depts 

3575  Avalon  blvd .  AD  ms-51 05 
Main  Ofc  &  Truck  Depts 

3575  Avalon  blvd.  AD  ma-9703 
Brock  way  Pac  Truck  Co  Inc 

18.55  Industrial. TB  nity-1436 
BROKAW-BAUER  CO  LTD 

Chevrolet  Trucks  5001  S  Bdway.CE  ntry-29271 

Tires. 

Alexander  Bros  1037  8  Figroa PR  ospct-7466 

(See  Advertisement  This  Page) 
Aim  Vern  Super  Serv 

1550  N  Cahuenga  blvd. HE  mpstd-3308 

Al's  Tire  Serv  110  W  Washn  blvd PR  ospct-9754 

ANDERSON  TIRE  CO 

117  W  Washn  blvd. PR  ospct-2730 
Angelas  Tire  Cover  Co 

1491  W  Washn  blvd. PR  ospct-7329 
Arams  Tire  Shop  3410M  S  Westn  av..  .PA  rkwy-9623 
Atlantic  Tire  Co  480  Atlantic  blvd AN  gelus-4781 

•>>^^^^^^^^^<>^^^^^^^^^^ 

Automobile  Equipment. 

A  C  Spark  Plug  Co  1225  S  Grand  av..  .PR  ospct-1036 
A-1  Gear  &  Clutch  Serv 

810  Venice  blvd .  PR  ospct-0023 

Acme  Gasket  Co  914  Towne  av TU  cker-6532 

Aero  Radiator  Mfg  Co  1705  8  Hope. .  .PR  ospct-3387 
Al's  Auto  Salvage  Co  1938  S  Main ...  .PR  ospct-5852 
Aluminum  Industries  Inc  1148  S  Olive.  PR  ospct-3021 
Amer  Motor  Chemical  Corp 

1358  W  Washn. PR  ospct-9662 
Amer  Radiator  Repairing  &  Mfg  Co 

2024  E  7th. TUcker-5580 


Section  of  Los  Angeles  Classified 
Telephone  Directory 


Business  Vocabulary 

suburban 
classified 
occupations 
definite 


division 
solicit 

contributions 
accessories 


solicitation 
plumbers 
electricians 
up-to-date 


ADDITIONAL    PROBLEMS    AND    SITUATIONS 
GROUP  I 

1.     A  produce  firm  estimates  that  its  cost  of  communication* 
to  agricultural  areas  for  the  year  will  be  $6500,  distributed  as 
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follows:  mail  60%,  telephone  20%,  telegraph  10%,  cable  7%, 
radio  3%.  What  is  the  estimated  cost  of  each  method  of  com- 
munication? What  check  is  used  to  test  the  correctness  of  the 
results  ? 

2.  A  department  store  estimates  that  of  the  1200  city  and 
suburban  calls  it  makes  during  a  day,  80%  are  to  city  telephone 
subscribers.  What  number  are  suburban  subscribers? 

GROUP  II 

1.  The  classified  telephone  directory  is  often  referred  to  as 
a  "Buyers'  Guide."   Why? 

2.  Give  two  or  three  situations  in  which  the  members  of  your 
family  might  find  occasion  to  refer  to  the  suburban  directory? 
To  the  classified  telephone  directory? 

3.  Of  the  three  telephone  directories   supplied  to   telephone 
subscribers  in  large  cities  which  is  used  the  most  frequently  by 
the  subscriber?   Why? 

4.  The  telephone  index  of  the  purchasing  department  of  John 
Clark  &  Co.,  retailers  in  office  furniture,  equipment,  and  supplies, 
is  out  of  date.  Prepare  a  new  index  of  city  wholesalers,  consisting 
of  ten  dealers  in  office  furniture,  ten  in  office  equipment,  five  in 
typewriters,  three  in  stapling  machines,  and  two  in  paper  towels. 

5.  The  firm   of  Waring,   Arthur   and   Turner   estimates    its 
annual  cost  of  communication  as  $7600.    This  sum  is  distributed 
as  follows:  mail,  $4408;  telephone  $2204;  telegraph  $684;  cable 
$228;  radio  $76. 

(a)  What  per  cent  of  the  total  estimated  cost  is  the  cost  of 
each  of  the  five  means  of  communication? 

(b)  How  much  more  is  the  cost  of  mail  than  the  cost  of  the 
other  four? 

(c)  What  per  cent  of  the  total  cost  is  this  excess  cost  of  mail? 

(d)  How  can  the  result  in   (c)   be  checked? 

(e)  How  are  the  results  in  (a)  checked? 
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LESSON  5 

MAKING  TELEPHONE  CALLS 
The  Meaning  of  the  Telephone  Number 

Examples  of  the  telephone  numbers  found  in  the  alpha- 
betical telephone  directories,  suburban  directories,  and 
classified  telephone  directories  of  various  cities,  towns,  and 
villages  in  the  United  States  are:  SUPerior  7079,  WAL- 
tham  2356,  LINcoln  4161,  White  Plains  3243,  LExington 
2-3200,  LExington  5-4095. 

What  do  these  words  and  figures  mean  to  you;  that  is, 
what  do  they  tell  you?  The  words  are  the  telephone  ex- 
changes; i.  e.,  the  name  of 
the  central  offices,  to  which 
the  subscribers'  telephone 
wires  connect.  In  large 
cities,  like  New  York  City, 
where  exchanges  with  a 
great  many  subscribers  are 
divided  for  dialing  conven- 
ience into  two  or  more  divi- 
sions, the  very  first  figure 
after  the  word,  for  instance, 
the  2  or  the  5  after  Lexing- 
ton, designates  a  separate 
telephone  exchange.  The 
number  after  the  tele- 
phone exchange  is  each  sub- 
scriber's separate  designa- 

Courtesy:  N.  Y.  Telephone  Co.  i{m  jn  that  exchange.  In  the 
Manual  Telephone  Instrument      telephone  number   SUPerior 

7079,  Superior  is  the  telephone  exchange,  and  7079  is  the 
number  of  the  subscriber's  wire  in  that  exchange  which 
differentiates  his  telephone  from  those  of  all  the  other  sub- 
scribers in  that  exchange.  Subscribers  on  party  wires  (de- 
scribed later)  quite  frequently  have  telephone  numbers  like 
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RANdolph  3596  J.  The  /  designates  one  of  two  or  four 
"parties"  or  subscribers  possessing  the  number  RANdolph 
3596.  In  some  places  the  telephone  exchange  is  indicated 
by  a  numeral  such  as  2  in  the  number  2-9350,  instead  of  a 
name,  such  as  Lincoln  in  the  number  LINcoln  5804. 

Manual  and  Dial  Telephones 

On  pages  439,  440  are 
pictures  of  two  types  of 
the  telephone  equipment  by 
which  telephone  calls  are 
made  and  received.  These 
are  the  manual  and  the  dial 
telephones.  In  order  to 
make  a  call  by  the  manual 
telephone,  an  operator  of 
the  telephone  exchange 
must  be  reached  and  given 
the  telephone  number  you 
wish.  To  make  a  local  call  by 
the  dial  telephone  the  caller 
himself  dials  and  secures 
the  number  automatically 
without  speaking  to  the 
operator.  A  series  of  dem- 
onstrations will  show  in 
detail  how  each  type  of 
telephone  is  used. 


Courtesy:  N.    Y.    Telephone  Co* 

Dial  Telephone  Instrument 


How  to  Use  the  Manual  Telephone 

Problem  1.  The  buyer  of  Fred  Starr  &  Sons  is  obliged  to  call 
two  firms  to  make  an  immediate  purchase  required  to  fill  a  rush 
order.  The  telephone  numbers  of  the  firms  are  COrtlandt  7-9023  and 
EVergreen  8-4561.  Fred  Starr  &  Sons  has  manual  telephones.  How 
will  the  buyer  reach  the  two  parties? 

In  order  to  make  a  call  efficiently  by  manual  telephone 
the  proper  enunciation  of  the  telephone  number  is  neces- 
sary. The  number  must  be  spoken  clearly  and  distinctly. 
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The  two  telephone  numbers  in  this  case  should  be  spoken 
slowly,  thus:    COrtlandt  7    (sev-ven) — pause  a   second — 
9   (ni-yen),  O    (oh),  2   (too),  3   (th-rr-ee)  ;  EVergreen  8 
(ate) — pause — 4  (fo-wer),  5  (fi-iv),  6  (siks),  1  (wun). 
The  steps  in  making  a  manual  call  are: 

1.  Lift  the  receiver  from  the  hook  and  place  it  against 
the  ear. 

2.  When  the   operator  asks,   "Number  please?"   speak 
directly  into  the  mouthpiece,  or  transmitter,  with  lips  %" 
to  V  from  the  mouthpiece,  and  give  the  number  in  the 
manner  already  described. 

3.  When  the  person  at  the  other  end  answers  explain  in 
an  ordinary  tone  of  voice  who  you  are  and  to  whom  you 
wish  to  speak. 

The  two  calls  are  made  according  to  the  three  steps  men- 
tioned above. 

How  to  Use  the  Dial  Telephone 

Problem  2.  Edward  Howard,  a  retail  grocer,  has  a  dial  phone 
and  calls  his  printer  at  APplegate  7-6059  to  place  an  order  for  sales 
slips.  What  are  the  steps  necessary  in  using  the  dial  telephone? 

The  use  of  the  dial  telephone  is  demonstrated  in  the 
series  of  pictures  below.  Observe  these  steps  (the  first  two 


Use  of  the  Dial  Telephone 
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Courtesy:  N.   Y.   Telephone  Co. 
Hand  Telephone  Instrument 


are  identical  with  the  first  two  steps  in  making  a  call  by 
manual  phone)  : 

1.  Lift  the  receiver  from  the  hook. 

2.  Place  the  receiver  close  to  the  ear,  and  the  mouthpiece 
directly  in  front  of  the  mouth,  Vs"  to  V  away. 

3.  Listen   for   the 
steady    hum    of    the 
"dial  tone"  to  indi- 
cate that  your  line  is 
ready. 

4.  Dial   letters   A 
and   P    (the    capital 
letters     only) ,     then 
numbers  7,  6,  0,  5,  9 
in  succession.     Each 
time    place   the    fin- 
ger in  the  proper  cir- 
cle and  bring  the  dial 

entirely  around  to  the  hook.  Then  allow  the  dial  to  return 
without  any  help  to  its  original  position.  (The  use  of  a  pen- 
cil for  dialing  is  not  advisable.  Why?) 

NOTE:  Be  careful  not  to  confuse  the  figure  "0"  in  red, 
with  the  letter  "0"  in  black. 

5.  When  you  hear  an  answer,  you  know  that  the  con- 
nection is  complete.  You  can  then  tell  who  you  are  and 
what  you  want. 

In  the  hand  telephone  instrument  (popularly  called  the 
"French  phone")  the  receiver,  or  smaller  end,  and  the 
mouthpiece,  or  larger  end  with  the  cord  attached,  are 
formed  of  one  piece.  See  illustration  above  for  a  picture 
of  this  type  of  telephone  instrument,  used  both  in  the 
manual  and  dial  systems. 

Proper  Telephone  Habits 

When  making  a  manual  telephone  call  it  is  important  to 
realize  that  the  operator  of  the  telephone  exchange  "is  a 
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human  being  and  not  a  machine."    You  will  then  under- 
stand why: 

1.  It  is  necessary  to  speak  directly  into  the  mouthpiece. 

2.  It  is  necessary  to  enunciate  telephone  numbers  care- 
fully. 

3.  One  should  not  be  angry  with  the  telephone  operator 
when  once  in  a  great  while  there  is  delay  in  getting  the 
number. 

4.  One  should  be  patient  and  courteous  when  informing 
the  telephone  operator  that  the  wrong  number  has  been 
received. 

5.  One  should  keep  one's  temper  when,  as  it  may  hap- 
pen, the  operator  states  that  "the  wire  is  busy,"  after  sev- 
eral efforts  have  been  made  to  reach  the  party  desired,  or 
if  the  "busy  signal"  is  heard  on  the  dial  phone  each  time 
the  number  has  been  dialed. 

6.  One  should  look  up  telephone  numbers  in  the  direc- 
tory,  whenever   possible,   instead   of  troubling   "Informa- 
tion" for  them. 

7.  One  should  not  jiggle  the  hook  of  the  manual  phone 
up  and  down  rapidly  when  the  operator  is  wanted ;  instead, 
move  the  hook  one  or  two  times  slowly. 

8.  One  should  "dial"  a  number  properly.    If  in  error 
hang  up  and  wait  a  few  seconds  before  dialing  again. 

9.  It  is  rude  to  leave  the  telephone  while  the  number  is 
being  secured. 

Correct  telephone  habits  should  be  cultivated  in  using 
both  the  manual  and  dial  type  of  telephones.  They  are  what 
may  be  called  telephone  etiquette.  There  is  much  truth  in 
the  saying:  "The  voice  with  a  smile  wins." 

A  Visit  to  the  Telephone  Exchange 

A  visit  to  the  telephone  exchange  will  show  you  how 
telephone  calls  are  actually  made,  and  give  you  a  clearer 
notion  of  what  is  involved  when  "operator"  gets  your  party 
for  you. 
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Here  is  what  happens  in  a  manual  call  made  in  a  large 
city:  When  you  lift  the  receiver  from  the  hook  a  light 
flashes  on  the  operator's  board  at  the  telephone  exchange. 
The  operator  inserts  a  plug  in  the  socket  of  the  number 


Courtesy:  N,    Y.   Telephone  Co. 

"A"  Board,  Telephone  Exchange 

calling,  as  shown  by  the  light,  and  then  says,  "Number 
please."  The  board  at  which  this  operator  is  working  is 
called  the  "A"  board.  The  "A"  operator  selects  a  free  trunk 
line  to  the  exchange  you  are  calling,  and  then  gives  the 
operator  at  the  second  exchange  board,  the  "B"  operator, 
the  number  wanted.  The  "B"  operator  plugs  into  the  num- 
ber you  desire,  and  your  party  is  automatically  reached. 
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(See  the  pictures  of  telephone  exchanges  on  this  page  and 
the  facing  page  for  the  "A"  and  "B"  boards.) 


Courtesy:  N.  F.  Telephone  Co. 

"B"  Board,  Telephone  Exchange 

In  a  dial  call,  the  equipment  at  the  telephone  exchange 
automatically  performs  all  the  steps  necessary  to  make  the 
connection.  When  the  person  dials  by  error  in  such  a  way 
that  he  cannot  be  connected  with  any  number,  the  operator 
comes  in  on  the  line  and  helps  him  to  complete  the  call. 

Receiving  Telephone  Calls — the  Telephone  Memorandum 

In  Unit  3,  Lesson  2,  the  receiving  of  telephone  calls  was 
treated  with  some  detail,  and  the  telephone  memorandum 
prepared  for  calls  received  during  the  absence  of  the  per- 
son called  was  explained  and  illustrated  on  pages  50,  51. 

The  following  suggestions  will  be  helpful  reminders  to 
the  person  who  answers  the  telephone  calls  in  an  office  in 
regard  to  the  method  of  answering,  the  preparation  of  the 
telephone  memorandum,  and  the  use  of  telephone  courtesy : 

1.    Answer  the  telephone  ring  at  once. 
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2.  Hold  the  receiver  close  to  the  ear,  and  the  mouth- 
piece near  the  mouth,  and  speak  distinctly  into  the  mouth- 
piece. If  the  caller  has  difficulty  in  hearing  you,  speak  with 
added  distinctness. 

3.  Give  the   firm's   and   your   own   name   immediately. 
Avoid  useless  expressions  like  "Hello." 

4.  If  necessary  suggest  tactfully  to  the  caller  that  you 
will  take  a  message  for  the  absent  person.    Keep  your 
memorandum  pad  convenient  for  use. 

5.  In   preparing  the   telephone   memorandum    use   the 
three  C's — clearness,  completeness,  conciseness. 

6.  If  the  memorandum  prepared  is  not  a  simple  one,  ask 
the  caller  for  permission  to  read  it. 

7.  Place  the  memorandum  at  once  on  the  desk  of  the 
person  called. 

8.  Request  the  caller  politely  to  repeat  his  message,  if 
he  does  not  speak  distinctly. 

9.  If  the  person  called  is  in,  connect  the  caller  with  him 
after  receiving  the  latter's  permission. 

Summary 

A  subscriber's  telephone  number  consists  of  two  parts: 
the  exchange  and  the  subscriber's  individual  number  in 
that  exchange.  The  "manual"  and  the  "dial"  are  the  two 
types  of  telephones.  In  the  first,  the  operator  makes  the 
connection  after  receiving  the  telephone  number  from  the 
caller.  In  the  second,  the  caller  "dials"  the  number  and 
receives  his  connection  automatically.  Learning  how  to 
use  both  kinds  of  telephones  skilfully  is  important  to  every- 
one. Proper  telephone  habits,  telephone  etiquette,  should 
be  cultivated. 

Business   Vocabulary 

dialing  mouthpiece  enunciation 

manual  transmitter  instrument 

cultivate  numeral  vocabulary 

receiver  slogan  etiquette 


COMMUNICATION 
ADDITIONAL    PROBLEMS    AND    SITUATIONS 


447 


1. 


GROUP  I 
The   following   situations  will  test  your   ability   to   solve 


accurately  and  speedily  problems  relating  to  payrolls  and  billing : 
(a)  The  John  A.  Hart  Manufacturing  Company  pays  its  em- 
ployees on  a  piece-rate  basis.  What  is  each  operator's  weekly 
salary  on  the  basis  of  these  figures  taken  from  the  payroll 
records : 


Operator 

Number  of  Units 
M    T  W    T    F     S 

Total  No. 
of  Units 

Rate  Per 

Unit 

Weekly 
Salary 

1 
2 
3 

4 

16  14  17  16  18     9 
989895 
15  11  12  13  14  10 

876874 

33V3c 

75c 

50c 
62V2c 

(b)  What  is  the  currency  break-up  for  each  operator's  weekly 
salary  in  (a)  ? 

(c)  What  are   the   net   amounts   billed  to   two   customers   to 
whom  trade  discounts  of  25%  and  20%  are  allowed  on  invoices 
amounting  to  $800  and  $200  respectively? 

GROUP  II 

1.  From  the  telephone  list  that  you   prepared  for  your  em- 
ployer, Mr.  Shannon,  in  problem  No.  2,  page  435,  of  this  unit,  he 
selects  one  printer  and  one  wholesale  stationer  and  asks  you  to 
get  them  on  the  wire.    (Your  teacher  will  name  the  two  parties, 
and  give  you  the  telephone  equipment  if  possible.)    Make  the  two 
calls  on  the  actual  manual  phone,  or  describe  the  steps  that  you 
follow. 

2.  The  sales  manager  (your  teacher  will  act  as  one)   of  the 
wholesale  hardware  concern,  in  problem  No.  4,  page  436,  of  this 
unit  selects  one  painter  and  one  plumber  from  the  list  prepared. 
You  are  asked  to  dial  each  one  in  turn  .  Either  use  the  equipment 
or  describe  the  steps  to  be  followed.    Remember  one  important 
point  in  dialing:  moving  the  receiver  hook  up  and  down,  except 
when  you  are  connected  with  operator,  will  break  the  connection. 

3.  Prepare  a  list  of  "Don'ts,"  other  than  those  suggested  in 
the  lesson,  that  can  guide  in  making  telephone  calls.   Try  to  find 
these  from  your  own  experience. 

4.  Describe  in  detail  how  you  would  make  a  telephone  call  to 
a  friend.  Indicate  the  type  of  telephone  equipment  you  are  using. 
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LESSON  6 
SPECIAL  TELEPHONE  CALLS 

Let  us  examine  the  illustration  below,  which  shows  one 
of  the  pages  in  the  front  of  a  general  telephone  direc- 
tory. Notice  the  special  calls  mentioned.  These  are  classi- 
fied into:  1.  emergency,  2.  service,  3.  out-of-town.  When 
and  how  are  these  special  calls  made? 

Emergency  Calls 

(a)    As  you  look  out  of  your  window,  you  observe  dense 


FIRE!  POLICE!  AMBULANCE! 

DIAL  or  CALL  the  OPERATOR  and  SAY: 
"I  want  to  report  a  fire."    "I  want  a  policeman."    "I  want  an  ambulance." 

The  operator  will  connect  you  with  the  Fire  Department  or  Police 
Department.  If  you  have  to  leave  the  telephone  before  the 
desired  station  answers,  tell  the  operator  where  help  is  required. 

In  An  Emergency:  To  call  the  operator  from  a  dial  telephone,  remove  the 
receiver  from  its  holder,  place  your  finger  in  the  opening  in  the  dial  for  the  word 
"OPERATOR,"  pull  the  dial  around  until  you  strike  the  finger  stop,  and  then 
remove  your  finger  from  the  opening,  thus  releasing  the  dial. 

SERVICE  CALLS 

From  Dial  From  Manual 

Telephones,  Dial     Telephones,  Ask  for 

Numbers  not  in  Directory    ...  411  Information 

Telephone  Out  of  Order        ...  611  Repair  Service 

Service  Irregularities  and  Assistance  The  Operator   Chief  Operator 
Time  of  Day  (see  also  page  6}    .      .    ME  7-1212    ME  ridian  7-1212 
Business  Transactions,  New  Service, 

Moves,  Bills,  Etc 811  Business  Office 

(Weekdays  9  AM  to  5  PM— Saturdays  9  AM  to  12  Noon.) 

If  you  have  a  telephone,  ask  for  your  representative,  specifying  your  number. 

Emergency  telephone  requirements — 

Nights,  Saturday  PM,  Sundays,  and  Holidays — 

In  urgent  necessity,  for  the  restoration  of  service  or  other  similar  matters, 
dial  or  call  the  operator  and  ask  for  Cortlandt  7-OfTicial  34. 

OUT-OF-TOWN  CALLS 

Station-to-Station  .      .      .  Dial  or  Call  the  Operator 
Person-to-Person    .      .      .  Dial  2 1 1  or  Call  Long  Distance 


Front  Page  of  a  General  Telephone  Directory 
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smoke  coming  from  the  basement  of  the  house  opposite 
yours. 

(b)  The  burglar  alarm  is  ringing  in  a  store  across  the 
way  from  your  home. 

(c)  You  hear  a  cry  in  the  street.   A  child  has  been  in- 
jured while  playing. 

In  these  three  emergencies  you  should  call  the  fire  or 
police  department.  How  can  these  calls  be  made  on  your 
own  telephone  without  charge? 

Looking  at  the  illustration  again,  you  will  read  the  fol- 
lowing : 

"Fire!  Police!  Ambulance! 

Dial  or  Call  the  Operator  and  Say: 

'I  want  to  report  a  fire/  'I  want  a  policeman.'  'I  want 
an  ambulance.' 

If  you  have  to  leave  the  telephone  before  the  desired 
station  answers,  tell  the  operator  where  help  is  desired." 

Service  Calls 

Service  calls  are  grouped  into  (a)  information,  (b)  re- 
pair service,  (c)  chief  operator,  (d)  business  office,  (e) 
time-of-day  information.  All  of  these  are  free  calls  except 
(e).  What  does  each  type  of  service  call  mean? 

Information. 

Problem  1.  A  friend  of  yours  has  recently  had  a  telephone  in- 
stalled in  his  home.  You  wish  to  phone  him.  His  telephone  number 
is  not  yet  in  your  telephone  index.  Why  will  you  not  find  his  number 
in  any  of  the  telephone  directories?  How  will  you  get  his  number? 

To  discover  your  friend's  number,  dial  the  number  desig- 
nated for  "Information"  in  the  front  of  the  general  tele- 
phone directory.  In  New  York  City,  for  example,  dial  411. 
On  the  manual  phone  call  the  operator  and  ask  for  "infor- 
mation." When  you  get  the  "information"  operator  tell  her 
in  this  brief  manner:  "Telephone  number,  please,  of  John 
Jones,  at  105  Grant  Place,  City.  Phone  recently  installed." 
"Information"  will  then  give  you  his  number.  The  tele- 
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phone  company,  however,  expects  you  to  get  the  telephone 
number  from  the  directory  whenever  possible. 

Repair  Service. 

Problem  2.  You  find  that  your  telephone  is  out  of  order,  and 
that  you  can  neither  make  nor  receive  calls.  What  can  you  do  to 
remedy  the  situation? 

Since  you  cannot  use  your  own  phone,  you  will  be  obliged 
to  use  your  neighbor's,  if  possible,  or  a  public  telephone  in 
a  near-by  store  to  reach  the  "repair  service"  of  the  telephone 
company.  If  you  use  a  dial  phone,  the  instructions  on  the 
front  page  of  the  general  telephone  directory  will  tell  you 
what  number  to  dial  to  reach  the  repair  service  depart- 
ment. If  using  a  manual  phone,  call  "operator"  and  ask 
for  "repair  service."  (In  any  case  the  operator  will  return 
your  coin  if  you  use  a  public  coin  booth  or  coin  box  tele- 
phone.) You  explain  your  difficulty  to  the  repair  service 
man,  and  it  is  adjusted  free  of  charge.  The  "repair  service" 
can  be  called  to  remedy  any  mechanical  trouble  with  your 
phone. 

Chief  Operator. 

Problem  3.  You  have  called  for  a  certain  number  several  times, 
and  each  time  operator  has  told  you,  "I  am  sorry,  they  do  not  an- 
swer," or  each  time  you  hear  the  "no  answer"  sound.  You  are  fairly 
certain  that  your  party  is  in.  Why  should  you  not  expect  the  operator 
to  help  you  further?  On  whom  shall  you  call  for  further  help? 

You  will  ask  the  operator  to  connect  you  with  the  "chief 
operator."  It  is  the  business  of  the  chief  operator  to  iron 
out  such  difficulties.  She  will  make  a  special  effort  to  reach 
your  party's  number  for  you,  and  if  there  is  something 
wrong  with  the  other  party's  wire,  you  will  be  informed. 
Otherwise,  if  the  chief  operator  tells  you  there  is  no  an- 
swer, the  party  you  are  calling  must  be  out.  The  chief 
operator  should  be  called  whenever  you  are  dissatisfied  with 
the  service  of  the  operator.  Why  is  there  no  need  to  argue 
with  the  operator? 
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Business  Office. 

You  can  phone  any  telephone  business  office  free  of 
charge  to  ask  to  have  a  telephone  installed,  complain  about 
a  bill,  change  your  contract,  get  information  about  rates, 
etc.  The  general  telephone  directory — front  part — will 
give  you  the  number  to  dial,  or  on  a  manual  phone  ask  the 
operator  for  the  "business  office."  When  you  are  connected 
with  the  business  office  give  your  own  telephone  number 
and  you  will  be  referred  to  a  special  representative  who 
is  familiar  with  your  service  and  will  be  glad  to  discuss 
any  business  matters  with  you. 

Time-of-Day  Information. 

In  some  cities  you  can  find  the  exact  time  of  day  by  call- 
ing over  the  telephone.  The  charge  for  this  service  is  one 
local  message  on  your  own  telephone  or  five  cents  in  a 
public  coin  box  or  booth.  The  procedure  is  to  phone  the 
"time-of-day"  number  given  at  the  front  part  of  the  gen- 
eral directory. 

Out-of-Town  Calls 

Turn  back  again  to  the  illustration  on  page  448  and 
notice  that  "out-of-town"  calls,  or  toll  calls,  are  divided 
into:  1.  station-to-station  and  2.  person-to-person.  When 
is  one  or  the  other  of  these  two  types  of  "out-of-town"  calls 
used?  How  is  each  used? 

Problem  4.  The  sales  manager  of  Ward  &  Barnes,  a  firm  in  Los 
Angeles,  wishes  to  telephone  one  of  his  salesmen  at  the  Hotel  Chan- 
cellor in  Denver,  Colorado,  at  the  certain  hour  he  knows  the  sales- 
man will  be  at  the  hotel.  The  manager  knows  the  telephone  number 
of  the  hotel.  From  whom  would  he  get  the  number  otherwise?  Why 
can  he  not  dial  or  call  for  this  number  as  he  would  for  a  local  num- 
ber? What  type  of  call  will  he  use? 

The  most  suitable  type  of  call  is  the  "station-to-station" 
call,  since  the  sales  manager  is  trying  to  reach  a  definite 
"out-of-town"  number.  "Out-of-town"  numbers  cannot  be 
got  as  readily,  or  in  the  same  manner,  as  local  numbers.  A 
special  trunk  line  must  be  used,  and  a  "long-distance"  op- 
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erator  must  know  to  what  section  of  the  country  the  call  is 
to  go  in  order  to  secure  the  proper  trunk  line.  Therefore,  in 
this  "station-to-station"  call,  the  sales  manager  dials  or  calls 
"operator,"  and  asks  for  the  "long-distance"  operator.  To 
her  he  says,  "I  want  to  make  a  call  to  Denver,  Colorado." 
He  then  repeats  the  telephone  number  of  the  hotel.  Why 
does  the  "long-distance"  operator  ask  for  the  caller's 
telephone  number?  After  the  connection  has  been  made, 
the  manager  asks  for  the  salesman  and  the  switchboard 
operator  at  the  hotel  connects  him  with  the  latter's  room. 
There  are  reduced  telephone  rates  during  night  periods  on 
station-to-station  calls. 

Problem  5.  The  situation  changes  somewhat.  Early  one  morning 
the  sales  manager  wants  to  talk  to  another  of  his  salesmen  at  the 
Stevens  Hotel  in  Chicago.  He  is  not  sure  whether  the  salesman  will 
be  in  or  not.  What  type  of  call  will  you  recommend  for  use  in  this 
situation? 

This  type  of  call  is  the  "person-to-person"  call  and  is  ob- 
tained as  follows:  The  sales  manager  dials  or  calls  the 
operator  and  asks  for  the  "long-distance  operator."  To  the 
latter  he  says  "I  wish  to  reach  Mr.  Charles  Rogers  (the 
name  of  the  salesman)  at  the  Stevens  Hotel,  Chicago, 
WABash  4400."  "Long-distance"  repeats  the  number  and 
the  party  wanted  and  asks  for  the  sales  manager's  num- 
ber. What  explanation  has  been  given  for  this  request? 
"Long-distance"  then  calls  WABash  4400  at  Chicago,  111., 
and,  upon  reaching  the  Stevens  Hotel,  asks  that  Mr.  Charles 
Rogers  be  called  to  the  phone.  If  the  salesman  is  not  in,  a 
small  "report"  charge  is  made  to  the  manager  for  the  serv- 
ice. This  report  charge  varies  with  the  distance,  and  the 
rate  can  be  obtained  from  the  general  telephone  directory 
or  from  the  operator.  Naturally,  when  connection  is  once 
made  with  the  party  specified  the  "person-to-person"  rate 
applies,  which  is  greater  than  the  "station-to-station"  rate. 

In  the  telephone  directory  are  instructions  for  making 
calls  to  practically  all  the  important  cities  in  the  world, 
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and  to  ships  at  sea  within  calling  range.    The  illustration 
below  shows  a  telephone  exchange  handling  foreign  calls. 

Appointment  Calls 

The  sales  manager   (problem  5)   might  have  wished  to 


Photo  by  Ewlng  Galloway 

Foreign  Board,  Telephone  Exchange 


454    OUR   DAILY   CONTACTS   WITH    BUSINESS 

speak  to  his  salesmen,  Mr.  Charles  Rogers,  in  Chicago  at  a 
certain  hour.  In  this  case  the  operator,  on  request,  would 
have  tried  to  make  an  appointment  with  Mr.  Rogers  to  be 
at  the  telephone  at  the  time  the  manager  wished  to  speak 
with  him.  If  not  successful,  a  "report"  charge  would  be 
made  as  in  the  case  of  a  "person-to-person"  call,  or  if  suc- 
cessful, a  "person-to-person"  rate  would  apply. 

Messenger  Calls 

If  the  person  to  whom  you  wish  to  speak  has  no  tele- 
phone, he  may  be  summoned  by  a  messenger  to  a  certain 
telephone  at  a  time  previously  arranged  by  you.  An  extra 
charge  would  be  paid  for  the  messenger  service  in  addition 
to  the  charge  for  the  appointment  call. 

Collect  Calls  (Charges  Reversed) 

Problem  6.  A  person  out  of  town  calls  you  to  give  you  informa- 
tion of  great  importance  to  you.  How  can  it  be  arranged  for  you, 
rather  than  the  person  calling,  to  pay  for  the  telephone  charge? 

This  is  a  "collect"  or  "charges  reversed"  call.  The  party 
calling  requests  "operator"  to  reverse  the  charge.  "Oper- 
ator" asks  for  your  consent.  If  you  agree,  the  charge  for 
the  call  is  reversed,  and  you  will  find  the  amount  of  the  call 
on  your  monthly  bill. 

Summary 

Special  telephone  calls  are  classified  as:  (1)  emergency, 
(2)  service,  (3)  out-of-town.  Emergency  calls  are  "Fire," 
"Police,"  and  "Ambulance"  calls.  Service  calls  include: 
(1)  information,  (2)  repair  service,  (3)  chief  operator, 
(4)  business  office,  (5)  time-of-day  information.  There  is 
no  charge  for  emergency  and  service  calls,  with  the  excep- 
tion of  "time-of-day  information."  Out-of-town  calls  (toll 
calls)  are  either  "station-to-station"  or  "person-to-person" 
calls.  In  the  latter  the  "long  distance  operator"  is  called. 
"Appointment"  and  "messenger"  calls  are  types  of  "person- 
to-person"  calls.  On  "collect"  or  "charges  reversed"  calls, 
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the  person  called  consents  to  the  payment  of  the  telephone 
charge. 

Business  Vocabulary 

emergency  opposite  hospital 

ambulance  mechanical  repair 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  (a)  On  its  telephone  bill  for  the  month  of  June,  the  J.  L. 
Harper  Co.  is  charged  $90  for  local  and  $30  for  out-of-town 
calls.  What  per  cent  of  the  total  charge  are  the  local  and  the  out- 
of-town  charges  respectively? 

(b)  What  is  the  total  cost  of  out-of-town  calls  for  July,  if  the 
individual  charges  on  the  toll  slip  attached  to  the  bill  of  the  J.  L. 
Harper  Co.  are  as  follows:  $2.95,  $.75,  $2.40,  $1.70,  $3.70,  $2.65, 
$.25,  $3.00,  $4.80,  $2.80? 

(c)  If  in  addition  to  the  total  cost  of  out-of-town  calls — see 
(b)  above — the  local  calls'  charge  for  July  was  $100,  what  per 
cent  of  the  total  monthly  cost  is  the  cost  of  local  and  out-of-town 
calls  respectively? 

GROUP  II 

1.  Describe  in  detail  how  the  following  emergency  calls  are 
made  over  a  dial  or  a  manual  phone: 

(a)  An  employee  in  the  office  has  been  overcome  by  heat,  and 
an  ambulance  is  to  be  called. 

(b)  A  stranger  enters  the  office  and  threatens  to  make  trouble. 
The  police  is  to  be  notified  at  once. 

(c)  A  fire  breaks  out  in  a  small  closet  and  cannot  be  put  out 
by  the  office  staff. 

NOTE:  It  is  preferable  to  make  the  actual  calls  if  telephone 
•equipment  is  available. 

2.  You  have  an  unexpected  opportunity  to   take  a  trip  by 
train  to  visit  a  relative  in  an  out-of-town  city.   You  wish  to  make 
sure  that  your  relative  will  meet  you  at  the  railroad  station. 
Even  though  the  expense  is  greater,  you  decide  to  telephone  him 
instead  of  telegraphing  him.    His  telephone  number  is  GRanite 
5994  at  Hollywood,  Calif.    Indicate  in  detail  the  steps  that  will 
be  taken  by  you  to  call  your  relative. 

3.  Give  situations  in  which  use  would  be  made  of  the  special 
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services  rendered  by  the  telephone  company.    Indicate  in  each 
case  how  you  would  obtain  the  service. 

4.  The  office  manager  of  the  Royal  Trading  Co.  of  St.  Louis 
wishes  to  telephone  the  Cincinnati  representative  of  his  concern. 
The  representative  is  out  of  his  office  frequently. 

What  type  of  long  distance  call  will  the  manager  make? 
Describe  just  how  the  call  is  made.  What  charge  will  be  paid  if 
the  representative  cannot  be  reached? 

5.  For  the  month  of  September  193-,  the  telephone  bill  of  the 
firm  of  Frank  Shannon  &  Co.  shows  the  cost  of  local  calls  to  be 
$65.79  and  of  out-of-town  calls,  $30.96.  The  out-of-town  calls  are 
itemized  as  follows:  $.35,  $2.46,  $2.75,  $5.50,  $1.40,  $.85,  $3.25, 
$3.65,  $.90,  $4.75,  $2.85,  $2.25. 

(a)  Check  the  total  of   out-of-town   calls,   $30.96,   with    the 
itemized  amounts. 

(b)  What  per  cent  of  the  total  cost  is  for  local  and  out-of-town 
calls  respectively? 

(c)  Check  the  per  cents  in  Cb). 


LESSON  7 
KINDS  OF  TELEPHONE  SERVICE 

The  telephone  company  provides  various  types  of  serv- 
ices, depending  upon  whether  the  subscriber  uses  its  service 
at  home  or  in  business,  and  whether  he  is  located  in  a  small 
or  large  community.  The  rates  on  services  will  vary  with 
the  kind  of  service  contracted  for  by  the  subscribers  and 
with  the  locality.  To  illustrate  several  varieties  of  tele- 
phone service,  a  series  of  situations  in  New  York  City  will 
be  considered. 

Telephone  Service  for  the  Home  and  for  Small  Businesses 

Problem  1.  David  Walsh,  a  lawyer,  with  a  business  office  in 
Manhattan,  has  purchased  a  one-family  house  in  Brooklyn  where  he 
will  live.  He  plans  to  install  a  telephone  in  his  new  home.  How  shall 
he  decide  what  kind  of  service  to  get?  How  does  he  proceed  to 
obtain  the  service? 
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On  the  second  page  of  the  general  telephone  directory 
for  Brooklyn  he  finds  the  list  of  central  telephone  offices 
(business  offices) .  He  locates  the  business  office  in  his  home 
district  and  decides  to  consult  its  manager  in  person.  How 
else  might  Mr.  Walsh  transact  his  business?  The  manager 
explains  to  him  that  he  has  the  choice  of  three  kinds  of 
service : 

1.  A  residence  two-party  service  at  a  monthly  rate  of 
$3.50  for  57  messages. 

2.  A  residence  individual  service  at  a  monthly  rate  of 
$4.25  for  66  messages. 

3.  A  flat  rate  service  at  $8.00  per  month,  with  unlim- 
ited service  in  Brooklyn. 

NOTE:  The  flat  rate  service  is  for  Brooklyn  and  Queens 
alone,  and  not  for  the  other  boroughs  of  New  York  City. 
The  telephone  rates  in  New  York  City  are  not  the  same 
necessarily  as  in  other  cities,  towns,  and  villages,  although 
the  three  kinds  of  services  are  obtained  generally  through- 
out the  country. 

The  manager  tells  Mr.  Walsh  also  that  for  any  one  of 
the  services  there  is  a  charge,  made  according  to  a  grad- 
uated scale,  for  messages  in  excess  of  the  number  allowed 
in  the  type  of  service  chosen. 

Mr.  Walsh  estimates  that  he  will  not  have  over  57  mes- 
sages a  month,  and  that  most  of  them  will  be  to  places 
outside  of  Brooklyn.  Which  type  of  service  might  he  then 
choose  ?  However,  since  some  of  the  messages  might  refer  to 
professional  matters,  he  has  one  important  objection  to  the 
two-party  service.  What  is  it?  The  flat  rate  service  will 
not  pay  because  he  will  be  charged  additional  for  calls  out- 
side of  Brooklyn. 

Mr.  Walsh  signs  a  contract  providing  for  residence  indi- 
vidual service.  How  many  local  messages  is  he  allowed? 
In  addition,  he  orders  one  extension  at  65c  a  month  for  the 
upper  floor  of  his  house,  an  additional  listing  at  25c  a  month 
for  his  business  telephone  number  in  Manhattan,  and  two 
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hand  telephones  at  15c  a  month  each.    His  monthly  local 

service  charge  includes: 

Local  service  charge  for  66  messages  ....................  $4.25 

One  extension  .............................................................  65 

One  telephone  listing  .......................  .  ...........................  25 

Two  hand  telephones  at  15c  .......................................  30 


Total  local  service  charge $5.45 

In  our  later  study  of  telephone  bills,  you  will  find  that 
the  local  service  charge  is  the  first  item  on  the  bill. 

Mr.  Walsh's  two  listings  will  appear  in  the  telephone 
directory  as  follows: 

Walsh  David  res  763  E.  Pkwy SLocum  6-8364 

Iwyr  1440  Bway PEnnsylvna  6-9970 

On  pages  439,  442  are  illustrations  of  desk  and  hand  tele- 
phone instruments.  There  is  no  extra  charge  for  the  former. 

What  is  the  month- 
ly charge  for  the 
latter?  Why  do  peo- 
ple prefer  the  hand 
phone  ? 

Calculate  what  is 
the  extra  cost  to 
Mr.  Walsh  during 
the  year  for  the  ex- 
tension, second  list- 
ing, and  the  two 
hand  phones. 

Telephone  Contracts 
Entered  into  by 
Large  Concerns — 
Private  Branch 
Exchanges 

Individuals     in 

photo  WE^Gaiiovay   business  may  enter 
PBX  Board  ^n^°  contracts  simi- 
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lar  to  that  of  David  Walsh.  However,  large  concerns  or  con- 
cerns with  a  number  of  departments  would  find  it  incon- 
venient to  have  a  single  phone  with  a  number  of  extensions, 
or  even  several  single  phones.  Therefore  such  concerns 
order  a  service  called  a  private  branch  exchange  (PBX). 
The  picture  of  a  private  branch  exchange  on  page  458 
shows  that  it  includes  a  switchboard,  trunk  lines,  and  ex- 
tensions to  the  different  departments. 

In  a  PBX  telephone  system  the  more  trunk  lines  there 
are  the  more  incoming  and  outgoing  calls  can  be  made  and 
received.  The  extension  lines  and  department  stations 
permit:  1.  the  switching  of  outside  calls  from  the  trunk 
lines  to  the  individual  departments,  2.  the  making  of  out- 
going calls  from  individual  departments  to  the  extent  of  the 
number  of  trunk  lines  for  outgoing  calls,  3.  the  connecting 
of  one  department  with  another  by  means  of  the  extension 
lines  and  stations  only.  A  private  branch  exchange  is  indi- 
cated in  some  telephone  directories  by  a  star  before  the 
subscriber's  name. 

Problem  2.  The  Unity  Department  Store,  City,  maintains 
twenty-four  department  or  executive  offices  for  which  telephone 
service  from  and  to  the  outside  world  is  necessary,  besides  connec- 
tions between  departments  themselves.  What  type  of  telephone 
service  is  used? 

The  contract  of  the  Unity  Department  Store  with  the 
telephone  company  may  provide  for  one  switchboard,  a  first 
trunk  line,  seven  additional  trunk  lines,  and  twenty-four 
extension  stations.  In  the  next  lesson  of  this  unit  we  shall 
present  this  problem  again  and  calculate  the  monthly  tele- 
phone cost. 

Telephone  subscribers  in  any  locality  in  the  United 
States  will  meet  situations  similar  to  the  two  just  dis- 
cussed. As  the  rates  vary  in  different  parts  of  the  country, 
it  will  be  necessary  for  each  subscriber  to  ascertain  from 
his  own  telephone  company  the  kinds  of  service  and  the 
rates  applicable  to  his  needs. 
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Private  Line  Service 

Problem  3.  A  Chicago  firm  makes  many  calls  daily  to  its  New 
York  City  office.  Why  would  it  be  a  great  convenience  to  have  a 
direct  wire  from  its  Chicago  office  to  its  New  York  office? 

The  private  line  service  that  would  be  contracted  for  would 
provide  for  its  own  telephone  line  between  the  two  offices, 
would  permit  unlimited  calls  to  New  York  City  and  back, 
and  would  be  a  great  saving  in  time.  A  firm  receiving  such 
service  pays  a  flat  charge  per  month,  based  on  the  distance 
between  the  points  connected  and  the  number  of  telephones 
or  other  equipment. 

The  Teletypewriter  Service 

"Typewriting  by  wire"  is  the  newest  method  furnished 
by  the  Telephone  Company  for  sending  messages.  This 

service  is  called  the  tele- 
typewriter service.  Mes- 
sages are  typed  on  the 
teletypewriter  (see  il- 
lustration this  page) 
and  transmitted  to  one 
or  more  machines  at  the 
other  end,  either  direct- 
ly or  through  a  tele- 
typewriter central  office. 
The  message  is  received 
on  a  tape  or  on  a  page 
which  is  automatically 
typed.  Telephone  com- 


Co. 


Courtesy:  N.  Y.  Telcphot 

The  Teletypewriter 

panies  have  two  kinds  of  teletypewriter  service:  the  leased 
wire  or  "point  to  point" ;  and  the  teletypewriter  exchange 
(TWX) .  The  teletypewriter  service  operates  like  telephone 
service  insomuch  that  any  machine  can  be  connected  with 
any  other  machine.  The  messages,  however,  are  written  in- 
stead of  oral.  TWX  service  requires  a  minimum  guarantee. 
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Telephone  Service  in  Small  Towns  and  Villages 

In    small   towns    and    villages,    subscribers    occasionally 

obtain  party  service  where- 
by a  large  number  of  sub- 
scribers are  taken  care  of 
through  a  pair  of  wires  or 
a  circuit.  This  is  called 
multiple  party  service.  Each 
subscriber  has  the  same  lo- 
cal telephone  exchange 
which  reaches  him  by  sig- 
nals consisting  of  combina- 
tions of  long  and  short 
rings.  In  some  cases  the 
operator  is  reached  in  mak- 
ing an  outside  call  by  turn- 
ing a  small  handle  on  the 
telephone  box,  shown  on 
this  page,  instead  of  by 
simply  removing  the  re- 
ceiver from  the  hook.  Why 
should  this  type  of  party 
wire  service  be  much  cheap- 
er than  regular  individual 


Courtesy:  N.   Y.   Telephone  Co. 

Magneto  Telephone   Instrument — 
Type  Used  in  Rural  Communities 


service? 


Interior  Telephone  Systems 

Business  firms  that  have  need  of  constant  intercommuni- 
cation between  their  departments  often  install  interdepart- 
ment  communicating  systems  in  addition  to  the  private 
branch  telephone  exchange.  This  interior  telephone  sys- 
tem permits  free  conversation  between  one  office  and  an- 
other without  interfering  with  the  regular  telephone  serv- 
ice. This  type  of  communication  varies  from  the  simple 
installation  in  homes,  schools,  etc.,  to  a  complex  arrange- 
ment of  intercommunication  lines  connecting  the  numer- 
ous departments  of  a  large  business  concern. 
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Summary 

The  telephone  company  provides  the  following  kinds  of 
telephone  service :  1.  residence,  two  or  more  parties,  2.  resi- 
dence or  business  individual,  3.  flat  rate  (limited  to  resi- 
dences in  certain  places),  4.  private  branch  exchange 
(PBX),  5.  private  line,  6.  multiple  party  (towns  and  vil- 
lages), 7.  teletypewriter  (TWX).  Interior  telephone  sys- 
tems, independent  of  the  regular  telephone  service,  are 
sometimes  installed  for  service  between  the  departments 
of  a  single  business  concern. 

Business  Vocabulary 

contracted  estimates  independent 

residence  objection  installation 

unlimited  exceed  graduated 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 
GROUP  I 

1.  (a)  John  Stone  has  entered  into  a  two-party  telephone 
service  contract.  Check  his  total  local  service  charge  for  a 
month,  which  includes  the  following: 

Local  service  charge  for  57  messages $3.50 

One    extension    65 

Two  hand  telephones  @  15c   30 


Total  local  service  charge   $4.45 

(b)  What  is  the  annual  cost  to  John  Stone  of  the  extension 
and  the  hand  telephones? 

2.  (a)  Mrs.  Daniel  Stillman  has  a  flat  service  telephone  con- 
tract. The  first  item  on  her  monthly  telephone  bill  shows  the 
total  local  service  charge  to  be  $8.90.  This  charge  consists  of  the 
following  items:  local  service  charge,  $8.00;  one  extension,  $.65; 
one  additional  telephone  listing,  $.25.  Is  the  total  local  service 
charge  correct? 

(b)  How  much  would  she  save  during  the  year  if  she  gave 
up  the  extension  and  the  additional  listing? 

GROUP  II 

1.  George  Cranford  of  Brooklyn,  N.  Y.,  is  planning  to  install  a 
telephone  in  his  home  for  the  use  of  the  entire  family.  The  fam- 
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ily  decides  that  most  of  their  calls  will  be  outside  of  the  city  in 
which  they  live,  and  that  they  will  make  more  than  sixty  calls  a 
month.  What  type  of  service  would  George  Cranford  best  con- 
tract for?  What  will  his  monthly  local  service  charge  be  then? 

2.  The  firm  of  West  &  Rankin  has  four  separate  telephones 
under  separate  telephone  numbers  in  its  offices.   Very  frequently 
the  firm  is  inconvenienced  because  of  insufficient  telephone  accom- 
modation.  What  type  of  service  should  it  use?    Why  might  the 
telephone  company  itself  recommend  the  change?  How  does  the 
telephone  company  know  that  this  concern  has  insufficient  tele- 
phone accommodation?  What  inconvenience  is  caused  to  callers  by 
the  present  system  in  use  in  their  offices? 

3.  The  total  monthly  local  service  charge  of  the  firm  of  Har- 
mon, Clayton  &  Co.  includes  the  following: 

Local  service  charge,  66  messages   $4.25 

2  extensions  @   65c    1.30 

2  additional  listings  @  25c 50 

Total    $7777 

(a)  What  is  the  total  local  service  charge  for  the  year? 

(b)  What  is  the  annual  cost  of  the  two  extensions  and  the 
two  additional  listings? 

(c)  What  per  cent  of  the  total  monthly  cost  is  the  cost  of  the 
extension  and  additional  listings? 


LESSON  8 
PAYMENT  FOR  TELEPHONE  SERVICE 

Public  Telephones 

Problem  1.  You  have  no  telephone  at  home.  You  wish  to  call 
your  friend  on  the  phone.  Where  and  how  can  you  make  the  tele- 
phone call? 

You  can  make  your  call  from  a  public  telephone.  Tele- 
phones for  use  by  the  general  public  are  to  be  found  in 
many  stores,  buildings,  and  other  convenient  locations. 
Prominently  displayed  telephone  company  emblems  usually 
indicate  the  location  of  such  service. 

In  many  cases  agents  collect  the  charges,  but  most  pub- 
lic telephones  have  a  coin-collecting  device  equipped  with 
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three  separate  slots  in  which  a  nickel,  dime,  or  quarter  may 
be  deposited.  Generally  speaking,  a  coin  telephone  with  a 
dial  requires  the  deposit  of  a  nickel  before  the  number 
desired  can  be  dialed.  If  the  call  is  not  within  the  local 
area,  you  dial  "operator"  who  then  handles  the  call.  She 
,will  refund  you  the  deposited  coin  and  request  that  the  total 

amount  required  be  de- 
posited. In  the  case  of 
manual  coin  telephones 
the  procedure  is  much 
the  same  except  that  if 
no  deposit  is  necessary 
to  reach  the  operator, 
the  operator  will  re- 
quest the  proper  deposit 
even  on  local  calls.  If 
your  call  is  not  complet- 
ed the  coins  you  have 
deposited  are  returned 
to  you  in  the  return 
chute  of  the  coin  tele- 
phone. 

Telephone  calls  from 
public  telephones  have 
a  definite  time  limit  of 
either  three  or  five  min- 
utes. When  the  time  is 
up  the  operator  will  in- 
form you  of  the  fact. 
If  you  wish  to  continue 
you  will  be  asked  to  pay 
for  the  additional  over- 
time. 

On  page  464  is  an  il- 
lustration of  a  coin  tel- 

Courtesy:   Western  Union  Telegraph  Co.  .  -, 

Coin  Box  Telephone  ePhone    Bunted    in    a 
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booth.  It  is  wise  to  read  the  instructions  with  which  each 
coin  telephone  is  provided  before  you  make  a  call,  as  the 
methods  of  making  calls  from  coin  telephones  are  not  uni- 
form throughout  the  country. 

Telephone  Bills 

Let  us  go  back  to  two  of  the  situations  in  Lesson  7  of 
this  unit  and  bring  them  to  the  point  where  payment  is 
made  for  a  month's  service.  David  Walsh  (Problem  No.  1) 
and  the  Unity  Department  Store  (Problem  No.  2)  each 
receives  a  telephone  bill  early  in  June. 


NEW  YORK  TELEPHONE  COMPANY 

Jf^.                              PmidbrCWkNo  

(JLJ                  n—  

NEW  YORK  TELEPHONI 

-COMPANY 

^? 

JUNE  1. 
SLO  6  DAVID  WALSH 

8364     763  EASTERN  PARKWAY 
BROOKLYN  N  Y 

1936 

SLO  6     DAVID  WALSH 

8364       763  EASTERN 
BROOKLYN  N  Y 

15       1                                           LoeJ  S«r»ic.  

JUNE  1.  1936 
PARKWAY 

55                                                  Addition*!  Mru.it> 

'                             Q1^ 

30                                                       Toll  Service.  Ctc.  

1  oO 

i 

B.hnce 

Tottl.)                   7 

90                                          T.UIJ_ 

7  90 

HHOteKM 

Telephone  Bill 

The  Telephone  Bill  of  David  Walsh.  Remember  that 
David  Walsh  has  a  residence  individual  service  contract, 
and  has  in  addition  one  extension,  one  additional  listing, 
and  two  hand  telephones.  Above  is  a  copy  of  the  telephone 
bill  he  receives  early  in  June.  Let  us  analyze  each  of  the 
items  on  the  bill : 

The  ' 'local  service  charge  to  June  30  (local  messages 
included  66)"  the  first  item  on  the  bill,  is  $5.45.  This 
checks  with  the  total  local  service  charge  obtained  in 
Problem  No.  1,  page  458,  by  adding  the  charge  for  66 
local  messages  (under  the  contract),  $4.25,  to  one  ex- 
tension at  $.65,  one  listing  at  $.25,  and  two  hand  phones 
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at  $.15.    Note  that  the   local   service  charge   is   paid   in 

advance. 

The  second  item  on  the  bill,  "Additional  local  messages 

to  May  31  inclusive — 
13,"  amounts  to  $.65. 
This  additional  charge 
is  due  to  the  fact  that 
Mr.  Walsh  made  79  lo- 
cal calls  during  May, 
leaving  13  extra  calls 
to  be  paid  for  after  the 
66  allowed  in  the  con- 
tract have  been  sub- 
tracted. At  5c  a  mes- 
sage the  cost  is  $.65. 

Attached  to  the  tele- 
phone bill  is  the  toll 
slip,  shown  on  this  page, 
which  gives  the  charges 
for  "Toll  service  and 
other  charges,"  $1.80, 
the  third  item  on  the 
bill.  The  charges  on  the 
toll  slip  are  for  out-of- 
town  calls.  Items  two 


SLO    6        8364          NEWYO-KTCLCPHC 

TOLL  SERVICE  AN  DO! 

IN.243N 
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1      1/36 
PANT 
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TAX 

CODE* 

MAY 
5     PLAINVL                 40 
8     PRINCETON             40 
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N 

TOTAL  U.  S.  GOVERNMENT  TAX 

XXX 

TOTAL                             1      80 

*  EXPLANATION  OF  Cooc 

SUNDAY 

emToB 

,so. 

Toll  Slip 


and  three  are  charges  for  services  rendered  in  May  and 
are  not  paid  for  in  advance.  The  three  items  total,  as 
shown  on  the  bill,  $7.90,  which  is  the  amount  to  be  paid  by 
Mr.  Walsh  for  the  month's  telephone  service. 

The  Telephone  Bill  of  the  Unity  Department  Store. 

The  Unity  Department  Store  has,  as  mentioned  in  Prob- 
lem No.  2,  page  459,  a  private  branch  exchange 
contract.  This  contract  gives  an  allowance  of  75  calls.  The 
contract  also  calls  for  one  switchboard,  a  first  trunk  line, 
7  additional  trunk  lines,  and  24  extension  stations.  Let  us 
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work  out  the  three  items  on  their  bill,  dated  Aug.  1,  and 

check  their  correctness. 

Item  No.  1.   The  local  service  charge,  $54.70,  is  figured 

as  follows : 

1  switchboard  (monthly  service  charge) $12.00 

First  trunk  line  (monthly  service  charge) 6.00 

7  trunk  lines  ($2.50  per  month  for  each) 17.50 

24  extensions  ($.80  per  month  for  each) 19.20 


Total  $54.70 

Item  No.  2.  The  addi- 
tional local  messages 
charge  for  May  is  $372.90 
for  9789  messages  above 
the  75  allowed  in  the 
contract.  To  figure  out 
the  cost,  the  Table  of 
Charges  on  Additional 
Local  Messages  on  the 
back  of  the  telephone 
bill  must  be  consulted. 
On  this  page  is  a  copy  of 
this  table.  Following  the 
table,  the  charge  for  9789 
additional  local  mes- 


TABLE  OF  CHARGES 
FOR   ADDITIONAL   LOCAL   MESSAGES 


FROM   NUMBER 

INCLUDED   IN 
LOCAL.  SERVICE  CHARGE 

TO         300 

NEXT  300 

NEXT  300 

OTHERS... 


RATE 
PER 

MESSAGE 
.5C  EACH 
.4J^C  EACH 
4C  EACH 

EACH 


NOTE:  ALL  CALLS  WITHIN  NEW 
YORK  CITY  ARE  BILLED  AS 
LOCAL  MESSAGES.  A  CHARGE 
OF  ONE.  TWO  OR  THREE  LOCAL 
MESSAGES,  DEPENDING  UPON 
THE  POINT  CALLED  IS  MADE 
FOR  EACH  SUCH  CALL  OF  NOT 
MORE  THAN  FIVE  MINUTES 
DURATION. 


Table   of   Charges   for   Additional 

Local  Telephone  Messages, 

New   York,   N.   Y. 


sages  is  calculated  as  follows: 
225  local  messages  (from  75  up  to  1st  300)  at  5c....$11.25 

300  local  messages  (next  300)  at  4V2c 13.50 

300  local  messages  (next  300)  at  4c 12.00 

8964  local  messages  (9789  less  825)  at  3%c 336.15 


$372.90 

Item  No.  3.  The  charge  for  out-of-town  calls  and  other 
services  during  May  amounts  to  $48.70.  The  toll  slip  accom- 
panying the  bill  lists  the  items  included  in  out-of-town  calls, 
telegrams,  and  the  Federal  tax.  The  Federal  tax  is  a  tax 
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to  be  paid  by  subscribers  on  telephone  calls  amounting  to 
50c  or  over.  It  is  charged  according  to  the  following 
schedule : 

On  telephone  charges  50c  up  to  $1  —  lOc  tax 
On  telephone  charges  $1  up  to  $2  —  15c  tax 
On  telephone  charges  $2  or  more  —  20c  tax 

The  Federal  tax  is  $1.10,  based  on  the  following  calcu- 
lation : 

4  messages  (50c  up  to  $1)  at  lOc $  .40 

2  messages  ($1  up  to  $2)  at  15c 30 

2  messages  ($2  or  more)  at  20c 40 

Total 01.10 

The  three  items  check  correctly  to  a  total  of  $476.30  as 
shown  on  the  telephone  bill.  This  is  the  amount  to  be  paid 
by  the  Unity  Department  Store  for  one  month's  telephone 
service. 

Summary 

Coin  telephones  and  booths  with  coin  telephones  are 
called  public  telephone  stations  and  are  for  the  use  of  the 
public.  Telephone  bills  are  rendered  monthly  to  subscribers 
and  include  three  general  items:  (1)  local  service  charge, 
paid  in  advance,  (2)  additional  local  message  charge  for  calls 
made  in  previous  month  above  contract  allowance,  (3)  toll 
service  and  other  charges,  for  the  previous  month's  out-of- 
town  calls,  telegrams,  cablegrams,  etc.,  sent  by  telephone. 

Business  Vocabulary 

establishments  public  telephone 

ADDITIONAL   PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  (a)  Charles  Brant  has  a  residence  individual  service  con- 
tract with  the  telephone  company.  Find  the  total  local  service 
charge,  paid  by  him  each  month,  when  it  includes  the  following: 
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Local  service  charge  for  66  messages  $4.25 

2  extensions  @   65c    1.30 

1  additional   telephone   listing    25 

3  hand  telephones   @  15c 45 

Total $... 

(b)  During  July  Charles  Brant  made  85  local  calls.   At  5c  per 
call,  what  was  the  charge  of  the  additional  local  messages  on  his 
Aug.  1  bill? 

(c)  The  toll  slip  for  July  showed  the  following  amounts  for 
out-of-town  calls,   telegrams    (by  telephone),   and   Federal  tax: 
$.35,  $.75,  $1.25,  $.28,  $.40,  $.90,  $.36,  and  $.35.    What  was  the 
total  charge  for  out-of-town  calls,  etc.? 

(d)  What  was  the  total  of  Mr.  Brant's  bill  on  Aug.  1? 

2.     Using  the  table  on  page  467,  find  the  cost  to  the  Unity  De- 
partment Store  of  8825  additional  local  messages  during  August. 

GROUP  II 

1.  The  rate  per  additional  local  message  varies  according  to 
the  number  of  additional  local  calls  made  by  a  telephone  sub- 
scriber.   The  rates  grow    less  as  more  calls   are  made.    What 
advantage  does  a  large  user  of  telephone  service  derive    from 
this? 

2.  The  charge  for  a  residence  individual  service  line  is  in  cer- 
tain cities  $4.25  for  66  messages.   How  much  is  the  approximate 
charge  per  message?   In  these  same  cities,  the  rate  per  additional 
local  message  starts  with  5c.  Why  should  the  rate  for  the  original 
66  be  so  much  greater? 

3.  Give  the  advantages  and  disadvantages  of  each  of  the  three 
kinds  of  residence  telephone  service,  viz.,  the  party,  the  individ- 
ual, and  the  "flat  rate." 

4.  Robert   Boyd's   contract  with   the   telephone   company   in- 
cludes:  (1)  residence  individual  service,  66  calls,  $4.25,   (2)   one 
extension,  65c,  (3)  one  additional  listing,  25c,  (4)  one  hand  phone, 
15c  per  month.   His  telephone  bill  on  June  1  shows  26  additional 
local  messages  at  5c  and  toll  charges  as  follows :  out-of-town  calls, 
$.25,  $.55,   $.60,  $.35,  and  $.90;   telegrams,   $.40;   Federal  Tax, 
$.30.    The  total  of  his  telephone  bill  is  $9.95,  made  up  of  the 
three  items  as  follows:   local  service  charge,   $5.30;   additional 
local  message  charge,  $1.30;  out-of-town  calls,  etc.,  $3.35. 

Show  by  actual  computation  the  method  of  arriving  at  the 
total,  each  of  the  three  items,  and  the  Federal  tax,  of  the  tele- 
phone bill. 
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LESSON  9 

THE  TELEGRAPH— PREPARING  AND  SENDING 
TELEGRAPH  MESSAGES 

Two  Telegraph  Messages  Received 

Problem  1.  At  9:30  A.  M.  Friday,  March  7,  193-  two  tele- 
graph messages  were  delivered  to  Robert  Warren,  the  office  man- 
ager of  John  Brout  &  Co.,  New  York  City.  Mr.  Warren  opened  the 
telegrams  and  found  one  to  be  a  short  message,  of  about  10  words 
from  Mr.  Brout,  at  Atlantic  City,  New  Jersey;  and  the  other,  a  long 
message  of  about  50  words  from  Stephen  North,  a  customer  at 
Atlantic  City.  Why  were  these  messages  not  telephoned  or  sent  by 
letter?  Why  did  one  sender  use  10  words  and  the  other  50?  What 
were  those  "strips"  that  were  pasted  on  the  telegram  blank? 

Both  Mr.  Brout  and  Mr.  North  desired  to  communicate 
quickly  with  the  John  Brout  &  Co.  offices,  and  decided  to 
use  a  method  of  communication  that  is  faster  than  mail. 
They  did  not  think  it  necessary  to  go  to  the  expense  of 
telephoning. 

Mr.  Warren  noticed  that  in  spite  of  the  difference  in  the 
number  of  words  used  in  each  message,  they  were  clear, 
concise,  and  complete.  Both  were  definite  and  exact  in  the 
choice  of  words;  both  conveyed  the  thoughts  intended  to 
be  conveyed.  He  also  noticed  that  Mr.  Brout's  message  left 
Atlantic  City,  March  7  at  9:17  A.  M.  and  Mr.  North's  on 
March  6,  9:25  P.  M.  He  knew  then  that  there  was  a  differ- 
ence in  the  speed  of  the  service  and  that  both  telegrams 
were  probably  sent  under  a  different  rate  schedule.  Mr. 
Warren,  having  visited  a  telegraph  office  before  and  having 
seen  a  "Simplex  Printer"  receiving  incoming  messages,  at 
once  remembered  that  this  machine  typed  the  telegraph 
message  on  slips  of  paper  tape  and  that  the  receiving  oper- 
ator gummed  these  to  the  telegram  blank  and  then  had 
these  delivered  by  messenger  to  the  addressee. 

How  to  Write  Telegrams 

Mr.  Warren,  seeing  the  urgency  of  the  message  just 
received  from  Mr.  Brout,  made  a  number  of  telephone  calls 
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and  succeeded  in  arranging  the  postponement  of  the  meet- 
ing which  Mr.  Brout  did  not  want  to  miss.  He  also  realized 
that  a  prompt  reply  to  Mr.  Brout  was  necessary,  and  that 
a  telegram  sent  at  once  would  serve  the  purpose  best.  How 
did  he  write  this  telegram  ? 

1.  The  First  Draft  of  the  Message.  Mr.  Warren  wrote 
the  first  draft  of  his  proposed  reply  without  making  any 
special  effort  to  limit  the  number  of  words.  His  message 
read :  "After  telephoning  all  persons  interested  in  tonight's 
meeting  I  succeeded  in  postponing  the  meeting  to  Monday 
evening  at  eight  o'clock.  I  hope  you  will  have  a  good  time." 
As  this  telegram  was  to  be  sent  during  the  day,  Mr.  Warren 
knew  well  that  all  unnecessary  words  must  be  eliminated 
to  save  expense.  He  also  knew  that  Mr.  Brout  was  inter- 
ested in  one  fact  alone;  namely,  the  postponement  of  the 
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Received  at  MflP  7 
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MINUTES  IN  TRANSIT 

JOHN  BROUT' 


AMBASSADOR  HOTEL  ATLANTICCITY  NJ= 


MEETING  POSTPONED  TO  MONDAY  EIGHT  PM  ENJOY  YOURSELF* 
ROBERT  WARREN. 


THE  QUICKEST.  SUREST  AND  SAFEST  WAY  TO  SEND  MONEY  IS  BY  TELEGRAPH   OR  CABLE 


Courtesy:    Western    Union    Telegraph    Co. 
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meeting.  It  was  practical  then  to  cut  down  the  message  to 
fewer  words. 

2.  The  Rewritten  Message.  The  first  draft  written  by 
Mr.  Warren  included  a  number  of  superfluous  ideas  and 
words  that  could  easily  be  omitted  or  condensed.  After  Mr. 
Warren  had  cut  out  and  condensed  what  he  could,  his  tele- 
gram finally  read:  "Meeting  postponed  to  Monday  eight 
P.  M.  Enjoy  yourself"  This  message  he  used  as  the  text 
of  his  telegram.  Illustration,  page  471,  shows  Mr.  Warren's 
telegraph  message  as  John  Brout  received  it. 

Examine  the  completed  telegram  and  note  its  construc- 
tion and  parts: 

1.  The  Heading — includes  the  name  of  the  city  from 
which  the  telegram  was  sent  ("point  of  origin" — New  York 
City),  the  date  of  the  telegram  (March  7,  19 3-),  the  name 
and  address  of  the  addressee    (John  Brout,  Ambassador 
Hotel,  Atlantic  City,  N.  /.). 

2.  The  Body  or  the  Text — The  message  itself,  condensed 
to  eight  words. 

3.  The  Signature — the  name  of  the  sender  of  the  tele- 
gram, Robert  Warren. 

Calculating  the  Cost  of  Telegrams 

Mr.  Warren  instructed  the  office  clerk  to  take  the  message 
to  the  nearest  telegraph  office,  that  is,  "to  file"  the  telegram. 
He  was  to  send  it  as  a  full-rate  telegram.  The  office  clerk 
obtained  the  address  of  the  nearest  telegraph  office  from  a 
general  telephone  directory. 

The  second  problem  the  clerk  encountered  was  to  find 
out  the  cost  of  the  full-rate  telegram,  as  he  had  to  get  be- 
forehand the  necessary  amount  of  money  from  the  petty 
cashier. 

What  he  could  have  done  was  to  take  the  telegram  to 
the  telegraph  office  and  have  the  clerk  at  the  counter  calcu- 
late the  cost.  However,  the  office  clerk  was  in  this  case  able 
to  figure  the  cost  of  the  message  by  himself.  Here  is  how  he 
did  it; 
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Determining  the  Number  of  Chargeable  Words.  In  count- 
ing the  number  of  words  in  the  telegram,  the  following 
special  rules,  quoted  from  the  book  of  rules  of  the  telegraph 
company  were  used : 

1.  The  address  and  one  signature  are  free. 

2.  Dictionary  words  from  the  English,  German,  French, 
Italian,  Dutch,  Portuguese,  Spanish,  and  Latin  languages 
are  counted  as  one  word  each,  irrespective  of  length. 

3.  Names  of  cities,  states,  and  countries  which  are  made 
up  of  two  or  more  words  such  as  New  York,  South  Dakota, 
and  United  States  are  counted  as  one  word. 

4.  Abbreviations  of  single  words  count  as  full  words. 

5.  Common   abbreviations   and  trade  terms   like   O.K., 
A.M.,  P.M.,  F.O.B.,  and  C.O.D.  are  counted  as  one  word 
each. 

6.  Initials   are   counted   as    separate    words.     Personal 
names  such  as  Du  Bois,  Van  Dyke,  and  Van  der  Gross  are 

counted  as  one  word. 

7.  Each    figure     is 
counted    as    one    word. 
"20"    counts    as    two 
words,     but     written 
"twenty"  counts  as  one. 
It   is   usually  more  eco- 
nomical    and     generally 
better  to  spell  numbers. 

8.  Suffixes  like   th,   d 
and    st    after    numbers 
count  as  separate  words. 
"Third"    counts    as    one 
word,     while     "3d"     or 
"3rd"  counts  as  two. 

9.  Decimal  points  and 
bars  of  division  count  as 
separate     words — "4/5" 


WESTERN  UNION  RATES  FROM 

NEW  YORK  CITY 

All  Rates  Subject  to  Change  without  Notice. 

-LOCAL  RATE  ANYWHERE.  .  .  .20-1 

Mich.—  Con. 

N.  H.—  Con. 

Ludington  

60-314 

Petersboro  

36-2H 

Manistee  

60-3U 

Pike  

42-2J4 

Manistique  
Marine  City  

72-5 
60-3^ 

Plymouth  
Portsmouth  

42-2J4 
42-2  H 

Marquette  

72-5 

Rochester  

42-2J4 

Marshall  

60-3^ 

f 

36-2M 

Menominee  

72-5 

To  other             { 

to 

Midland  

60-3H 

W.  U.  offices..! 

42-2J4 

Monroe  

60-314 

Mount  Clemens.  . 
Mount  Pleasant  . 

48-3*4 
60-314 

New  Jersey. 

To  all  W.U.  offices 

30-2V2 

Munising  

72-5 

Muskegon  
Negaunee  
Newbury  

60-3J4 

72-5 
72-5 

New  Mexico. 
To  all  W.U.  offices 

90-6 

Niles  

60-3^ 

Owosso  

60-3  Yi. 

New  York. 

Paw  Paw  

60-314 

Adams  

42-2H 

Petoskey  

60-3}^ 

Albany  

30-2  H 

Pontiac  

60-3  Yz 

Albion  

42-2H 

Port  Huron  

48-3)4 

Alexandria  Bay.  . 

42-2}4 

Section  of  Telegraph   Rate   Book 


counts  as  three  words;  "6.35"  counts  as  four  words. 
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Finding  the  Rates.  The  office  clerk  found  a  rate  book 
issued  by  the  telegraph  company,  a  sample  page  of  which  is 
shown  in  the  illustration,  on  page  473.  From  it  he  found  the 
rates  to  all  places  in  New  Jersey,  including  Atlantic  City, 
to  be  30 — 2y%.  Consulting  the  explanatory  part  of  the 
booklet,  he  found  that  these  figures  meant  that  the  charge 
for  a  fast  telegram  was  30c  for  the  first  10  words,  and 
2%c  for  each  additional  word. 

Calculating  the  Cost.  Since  the  telegram  was  only  8 
words,  there  was  no  calculation  necessary  and  he  deter- 
mined that  its  cost  would  be  30c. 

Suppose  this  office  clerk  worked  in  another  office  and 
was  required  to  figure  the  cost  of  sending  a  telegraph 
message. 

Problem  2.  The  purchasing  manager  of  Frederick  Watson  & 
Co.  of  Newark,  N.  J.,  prepared  a  fifteen-word  message  to  a  firm 
in  Chicago,  and  instructed  the  office  clerk  to  send  it  as  a  "full-rate" 
telegram.  How  did  the  clerk  compute  the  cost  of  the  telegram? 

Opening  the  telegraph  rate  book  to  the  state  of  Illinois, 
the  clerk  found  the  City  of  Chicago  listed  with  the  figures 
60 — 3i/2  next  to  it.  This  meant  that  the  cost  for  the  first 
ten  words  was  60c  and  the  cost  of  each  additional  word 
3!/2C.  The  clerk  calculated  the  cost  of  the  telegram  as 
follows : 

First  10  words  $.60 

5  additional  words  at  3Vfcc  .18 

Cost  of  telegram  $.78 

Methods  of  Delivering  Telegrams.  When  the  message  is 
urgent,  the  local  telegraph  offices  receiving  the  telegram 
will  use  the  telephone  to  deliver  messages  to  their  ad- 
dressees instead  of  having  them  delivered  directly  by  mes- 
senger. If  the  addressee  is  out  when  the  telegraph  messen- 
ger arrives,  a  slip  is  left  in  the  door,  notifying  him  of  the 
fact  and  asking  him  to  telephone  or  call  for  the  message 
in  person  at  the  telegraph  office.  In  all  telegram  deliveries 
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HOW  TELEGRAMS  ARE  SENT 


Picture  (I)  shows  a  telegram  being  telephoned  from  home, 
(2)  from  a  business  office  call  box.  Messages  dictated  to 
Western  Union  by  telephone  are  received  by  a  recording 
operator  (3).  All  messages  go  to  a  main  operating  room, 

picture   (4). 

(Continue  on  next  page.) 


tern    Union   Telegraph   Co. 
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HOW  TELEGRAMS  ARE  SENT 

After  messages  go  to  the  main  operating  room,  they  are 
transmitted  to  destination  by  multiplex  operator,  in  picture 
(5).  In  the  distant  city  the  multiplex  machine  receives  and 
types  the  telegram  on  tape  (6)  and  operator  gums  tape  to 
yellow  blank.  Pictures  (7)  and  (8)  show  final  delivery  of 
the  telegram  by  telephone  and  by  messenger. 


'cstern    Union   Telegraph   Co. 
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by  messenger,  why  does  the  messenger  request  the  signa- 
ture of  the  addressee?  When  might  the  telegraph  company 
send  by  mail  a  telegram  to  be  delivered  from  the  local  tele- 
graph office? 

Illustrations  on  pages  475,  476  show  the  course  a  tele- 
gram takes  from  the  time  it  is  filed  until  it  is  delivered.  . 

Filing  Telegrams  by  Telephone 

Problem  3.  Robert  Wood,  sales  manager  of  Stewart  &  Co.,  Chi- 
cago, Illinois,  wires  the  firm's  representative,  Frank  Wilson,  at  98 
Fifth  Avenue,  N.  Y.,  that  he  is  planning  to  leave  by  plane  for  New 
York  City  the  same  day  and  arrive  at  3:00  P.  M.  He  wishes  an 
appointment  to  be  arranged  for  him  late  in  the  day  at  the  offices 
of  French  &  Co.,  New  York  City.  How  will  his  telegram  be  forwarded 
to  the  telegraph  office  in  Chicago,  if  Mr.  Woods  wishes  to  save  as 
much  time  as  possible? 

The  telegram  can  be  filed  at  the  Chicago  telegraph  office 
by  telephone.  Mr.  Wood  will  ask  the  telephone  operator  for 
"Western  Union"  or  "Postal  Telegraph"  and  dictate  the 
message  to  the  recording  operator  or  clerk  at  the  office  of 
the  telegraph  company.  It  has  been  pointed  out  already  that 
the  cost  of  the  telegram  will  appear  on  the  telephone  com- 
pany's monthly  telephone  bill  as  a  part  of  the  item — "Toll 
service  and  telegrams,  statement  herewith."  Why  will 
original  copies  of  the  telegrams  filed  away  in  the  office  of 
Stewart  &  Co.  act  as  a  check  on  the  telegram  charges  on 
the  telephone  bill? 

Messages  Repeated  Back 

Occasionally  telegram  users  desire  to  have  their  messages 
repeated  back  as  a  guard  against  inaccuracies.  In  such 
cases  the  message  is  repeated  back  from  receiving  operators 
to  sending  operators  for  comparison  at  each  stage  of  its 
transmission.  An  extra  charge  equal  to  fifty  per  cent  of 
the  regular  tolls  is  made,  in  addition  to  the  cost  of  the  two 
extra  words  "repeat  back"  in  the  original  message. 
Summary 

Telegrams  may  be  prepared  on  telegram  blanks  and  "filed 


478   OUR   DAILY   CONTACTS   WITH   BUSINESS 

over  the  counter"  at  the  telegraph  office,  or  they  may  be 
dictated  by  telephone  to  a  Western  Union  or  Postal  Tele- 
graph operator.  The  three  C's,  clearness,  completeness,  and 
conciseness,  are  important  in  the  writing  of  telegrams; 
particularly,  conciseness.  In  a  full-rate  telegram  the  tele- 
graph company  charges  a  certain  rate  for  ten  words  or 
less,  and  an  additional  rate  for  each  word  over  ten.  "Repeat 
back"  messages  insure  correct  transmission  of  telegrams. 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  Find  the  cost  of  each  of  five  fast-day  telegrams  sent  by 
C.  A.  Charters  &  Co.,  Cincinnati,  Ohio.  The  facts  are  as  follows : 

Place  of  Destination  No.  of  Words  Rate 

Memphis,    Tenn.  16  48 — 3y2 

New   Orleans,  La.  18  60— S1^ 

Dallas,  Tex.  10  72—5 

St.  Louis,  Mo.  24  42— 2V2 

Calves  ton,  Tex,  14  72 — 5 

2.  At  the  rate  of  60— 3V2,  find  the  cost  of  this  fast-day  tele- 
graph message: 

"Postpone  closing  title  till  nineteenth  of  next  month  stop  Letter 
follows  stop  Wire  answer" 

GROUP  II 

1.  The  "repeat  back"  message  insures  the  sender  against  mis- 
takes made  by  the  telegraph  company.   What  responsibility  does 
the  telegraph  company  assume? 

2.  In  case  of  dispute  with  the  telegraph  company  regarding 
the  wording  of  a  message  sent,  what  value  has  your  filed  copy  of 
the  telegram? 

3.  "Every   telephone   is   a   Postal    Telegraph   or   a   Western 
Union  Station."  What  does  this  mean? 

4.  What  care  must  the  sender  exercise  in  a  telegram  "filed" 
at  the  telegraph  office  or  by  telephone?   Why  does  the  telegraph 
operator  always  read  back  the  message? 

5.  Using  the  rates  and  other  information  given  in  the  table 
below,  find  the  total  cost  of  sending  five  fast-day  telegrams  from 
Boston,  Mass.,  to  these  destinations: 
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Place  of  Destination  No.  of  Words                           Rate 

Providence,  R.  I.  25  30— 2% 

New  Haven,  Conn.  28  30— 2V2 

*New  York,  N.  Y.  10  36— 2V2 

Springfield,   Mass.  17  30— 2V2 

^Bridgeport,   Conn.  19  30— 2V2 
*  Repeat  back  messages. 

6.  (a)  Prepare  an  eighteen-word  fast-day  telegram  which 
you  send  from  your  city  to  a  close  relative  in  Chicago,  111.  Base 
it  on  the  following : 

A  surprise  celebration  is  planned  for  your  father  on  his  forty- 
fifth  birthday,  March  15.  Mother  wishes  to  have  this  relative 
as  a  guest  during  the  week  of  March  12.  Ask  for  reply, 
(b)   Find  the  cost,  assuming  the  rate  to  be  45 — 2l/2    (or  use 
the  exact  rate  applying  to  your  city).    Find  the  rate  in  a  rate 
book. 
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CLASSES  OF  TELEGRAPH  MESSAGES  AND  RATES; 
OTHER  TELEGRAPH  SERVICES 

All  of  the  messages  whose  preparation  and  sending  we 
observed  in  the  last  lesson,  were  full-rate  telegrams.  These 
secured  the  fastest  telegraph  service  and  were  charged  at 
the  highest  rates.  We  shall  now  consider  this  and  other 
forms  of  telegraph  service  in  greater  detail. 

A  Night  Message 

Problem  1.  Leroy  Winters,  office  manager  of  a  Buffalo  firm, 
wishes  to  call  back  to  the  office  John  Mayer,  the  auditor  of  the  firm, 
who  is  attending  a  convention  of  auditors  in  New  York  City.  Mr. 
Mayer  is  stopping  at  the  Hotel  Van  Wyck.  The  office  manager  wishes 
to  have  him  return  some  time  in  the  afternoon  of  the  next  day. 
Why  is  there  no  need  of  sending  a  "fast-day"  telegram?  What  class 
of  telegraph  service,  cheaper  than  the  fast-day,  can  the  office  man- 
ager use  for  a  short  message  of  14  words,  which  will  be  delivered 
the  next  morning? 
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,/CLASS  OF  SERVICE  DESIRED^ 


Looking  at  the  list  of  the  various  classes  of  telegraph 
service  indicated  in  the  upper  left-hand  corner  of  the  tele- 
gram blank  (see  this  page),  you  see 
that  there  are  four :  telegram  (fast- 
day),  day  letter,  night  message, 
night  letter.  Reading  the  informa- 
tion on  the  back  of  the  blank  you 
observe  that  a  night  message  will 
reach  Mr.  Mayer  at  his  hotel  in  the 
morning.  The  telegraph  rate  book 
discloses  that  the  rate  on  a  "night 
message"  from  Buffalo  to  New  York 
City  is  25 — 1,  instead  of  35 — 2  as  on 


DOMESTIC 

CABLE 

TELEGRAM 

FULL  RATE 

DAY  LETTER 

DEFERRED 

NIGHT 
MESSAGE 

NIGHT 
LETTER 

NIGHT 
LETTER 

SHIP 

RADIOGRAM 

Patrons  should  check  class  of  service 
desired;  otherwise  message  will  be 
^     transmitted  as  a  full-rate     f 
communication.             ^ 

Types  of  Telegrams 


a  "fast-day  telegram."  The  cost  of  the  "night  message" 
will  then  be  29c.  How  much  more  will  the  telegram  cost  if 
sent  as  a  "fast-day  telegram"? 

A  Night  Letter 

At  a  very  slight  additional  cost,  Mr.  Winters  can  send 
a  "night  letter"  to  Mr.  Mayer,  containing  a  message  of  be- 
tween thirty  and  fifty  words.  This  class  of  service  promises 
delivery  in  the  morning  and  is  charged  at  the  rate  of  35 — 7 ; 
that  is,  35c  for  the  initial  50  words  or  less  (but  not  less 
than  thirty),  and  7c  extra  for  each  additional  10  words  or 
less.  A  message  of  65  words  will  cost  49c.  Is  that  correct? 

A  Day  Letter 

A  fourth  kind  of  service  can  be  used  to  send  messages 
of  fifty  words  or  more.  This  is  called  the  "day  letter,"  and 
affords  slower  day  service  than  the  "full-rate  telegram," 
but  at  a  much  lower  cost.  For  example,  the  "day  letter" 
rate  to  New  York  City  from  Springfield,  111.,  is  90 — 18,  and 
a  56  word  message  costs  90c  for  the  first  50  words,  plus 
18c  for  the  remaining  6  words,  or  a  total  of  $1.08.  The  56 
word  message  sent  as  a  full-rate  telegram  at  the  rate  of 
60 — 31/2  would  cost  $2.21. 

Be  sure  to  remember  that  rates  on  "full-rate  telegrams" 
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and  "night  messages"  are  based  on  a  rate  on  the  initial  ten 
words  (or  less)  and  another  rate  on  each  additional  word. 
Rates  on  "day  letters"  and  "night  letters"  are  based  on  a 
rate  on  the  first  fifty  words  (or  less)  and  another  rate  on 
each  additional  ten  words  (or  less). 

The  Costs  of  the  Four  Classes  of  Service  Compared 

To  understand  clearly  the  differences  in  rates  and  in 
costs  of  service  for  the  four  classes  of  telegraph  service; 
namely,  "full-rate  telegram,"  "night  message,"  "day  let- 
ter," and  "night  letter,"  let  us  compare  the  costs  of  a  66 
word  message  sent  by  all  four  classes  of  service: 

Kind  of  Message  Rate        Calculation  of  Cost      Cost 

1.  Full-rate  telegram   35—2         10  words        =  $  .35 

56x2c  =    1.12 

"  $1.47 

2.  Night  message          25—1         10  words        =  $  .25 

56xlc  -=      .56 

.81 

3.  Day  letter  52—101/2  50  words        =$  .52 

1st  10  words  =      .101/2 
Next  6     "      =      .101/2 

"  .73 

4.  Night  letter  35—7         50  words        =  $  .35 

1st  10  words  =      .07 
Next  10    "     =      .07 

.49 

Other  Telegraph  Services 
1.  Money  Orders. 

Problem  2.  Mr.  Louis  Dwight,  buyer  for  Ronald  Clark,  New 
York  City,  is  in  St.  Louis,  Mo.,  at  the  Lennox  Hotel,  on  business  for 
his  firm.  He  wires  Mr.  Clark  that  he  can  make  an  exceptional  pur- 
chase, but  needs  $500  cash  at  once.  Mr.  Clark  decides  to  "wire" 
the  money  to  Mr.  Dwight.  How  can  he  do  this  within  a  short  time? 

Mr.  Clark  sends  a  Western  Union  or  a  Postal  Telegraph 
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"money  order."  The  company  telegraphs  the  order  to  Louis 
Dwight,  who,  on  proper  identification,  collects  the  money 
at  the  telegraph  office  in  St.  Louis.  A  copy  of  the  "money 
order"  message  is  shown  in  the  illustration  below.  Note 
that  an  additional  message  sent  by  Mr.  Clark  appears  be- 


CCtlVtD 


WESTERN  UNION 
MONEY  ORDER 


it.  •     WMITC 


Subject  to  the  coodilfcxu  below  and  on  back  hereof,  which  arc  hereby  agreed 

PAY  TO  DVy, 


to, 
V 


(A  message,  to  be  delivered  with  the  money,  cost*  but  a  little 
and  saves  a  separate  telegram.  It  may  be  written  on  the  following  l 


Message  to  be  delivered  with  the  money:. 
*  fljiL    jtiJJL  flw  OA^! 


STOP 


***• 


Positive  evidence  of  personal  identity  it  NOT  to  be 
required  from  the  Payee,  and  I  author, 

order  \ 


required  from  the  Payee,  and  I  authorise  and  direct 
the  Telegraph  Company  to  pay  the  i 
order  at  my  risk  to  Such  pen 
to  be  the  above  named  Payee.'  1 


POSITIVE  PERSONAL 


^"i^S^Tl 


eulAlo  7- 


•Information  for  te»t  question 
for  identifying  payee 


IN  CASE  or  FOREIGN  MONEY  ORDERS:    Pay  United  States  Dollars  Q  Pay  in  Local  Currency  Q 


Courtesy:    Western   Union   Telegraph    Co. 

low  the  money  order  part  of  the  blank.  At  New  York  City 
Mr.  Clark  will  pay  $503.02  for  three  items:  (1)  the  amount 
sent,  $500,  (2)  the  money  order  charge,  $2.67,  (3)  the 
charge  for  the  additional  message,  $.35. 

2.  Sending  Flowers  and  Candy  by  Telegraph. 

Problem   3.     You  wish  to  send  flowers  as  a   birthday  greeting 

to  a  friend  in  a  distant  city.  Since  it  is  not  practical  to  ship  the 

flowers  directly,  what  can  the  local  florist  do  to  take  care  of  your 
problem? 
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The  local  florist  can  wire  your  order  to  a  florist  in  the 
other  city,  who  will  deliver  the  flowers  to  your  friend.  He 
will  charge  you  for  the  flowers  and  the  cost  of  the  telegram. 
In  certain  cases  candy  and  other  gifts  can  be  sent  by  tele- 
graph. 

3.  Messenger  and  Time  Service.       Some  business  houses 
install  messenger  service  boxes  or  messenger  call  boxes. 
One  of  these  is  pictured  on  page  475.   By  turning  the  box 
handle,  the  telegraph  company  is  notified  to  send  a  mes- 
senger. The  messenger  will  run  errands,  deliver  messages, 
carry  packages,  etc.,  generally  at  a  certain  rate  per  hour, 
the  charge  to  be  paid  to  the  telegraph  company.  Why  might 
a  business  house  use  the  services  of  such  a  messenger?  This 
messenger  service  can  be  secured  by  telephoning  a  Postal 
Telegraph  or  Western  Union  office. 

4.  Electric  Self-Winding  Clocks.      Electric   self-winding 
clocks  of  a  certain  type  are  rented  by  telegraph  companies. 
Their  time  is  regulated  every  hour  by  wire  according  to 
United  States  Naval  Observatory  signals. 

5.  Special-Occasion  Telegrams.    Telegraph  companies  is- 
sue special  blanks  of  appropriate  colored  paper  with  en- 
velopes to  match,  on  which  messages  on  special  occasions 
are  sent.   Sample  messages  for  birthday  greetings,  etc.,  are 
prepared  by  the  telegraph  company  for  use  by  patrons. 

Summary 

Telegraph  companies  offer  four  different  classes  of  serv- 
ice on  messages :  (1)  full-rate  telegram,  (2)  night  message, 
(3)  night  letter,  (4)  day  letter.  Full-rate  telegram  service  is 
the  quickest  and  most  expensive ;  night  messages  are  cheaper 
but  are  not  delivered  until  the  next  morning ;  night  and  day 
letters  are  for  longer  messages,  generally  of  fifty  words 
(minimum  rate)  or  more.  The  minimum  rate  on  full-rate 
telegrams  and  night  messages  applies  to  ten  words  or  less. 
Money  (by  the  telegraph  money  order),  flowers,  candy,  etc., 
can  be  sent  by  telegraph.  Call  boxes  are  used  to  make  avail- 
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able  the  messenger  service  which  the  telegraph  companies 
offer  to  the  public.  Time  service,  and  special  blanks  lor 
birthday  greetings,  etc.,  are  supplied  by  telegraph  com- 
panies. 

Business  Vocabulary 

auditor  condense  exceptional 

convention  itemized  appropriate 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  (a)   During  September,  the  telephone  bill  to  the  firm  of 
J.  M.  Murphy  &  Co.,  was  $320.   Included  in  the  bill  was  the  cost, 
$80,  of  telegrams  sent  by  telephone.   What  per  cent  of  the  total 
telephone  bill  was  the  cost  of  the  telegrams?   Of  the  remaining 
telephone  service? 

(b)  The  telegraph  cost  of  $80  was  distributed  as  follows: 
full-rate  telegrams,  $40 ;  night  messages,  $10 ;  night  letters,  $20 ; 
day  letters,  $10.  What  per  cent  of  the  total  telegraph  cost  was 
each? 

2.  (a)   A  fifteen-word  message  is  to   be  sent  by  telegraph. 
What  will  be  the  difference  in  cost  between  a  full-rate  telegram 
and  a  night  message,  if  the  rates  are  30 — 2  and  25 — 1  respec- 
tively? 

(b)  Another  message,  sixty  words  in  length,  is  sent  as  a  day 
letter,  rate  50 — 8.  How  much  would  be  saved  by  sending  it  as  a 
night  letter  at  the  rate  of  35 — 6? 

GROUP  II 

1.  A  Seattle   department  store  maintains   a  buying  staff  in 
New  York  City.  A  good  deal  of  communication  is  carried  on  daily 
between  the  two  offices,  but  it  does  not  pay  to  have  a  direct  tele- 
phone wire  between  them.    What  method  of  communication   is 
used?  Why  are  the  messages  accumulated,  whenever  possible,  un- 
til the  end  of  the  day  ?  Why  are  some  sent  as  full-rate  telegrams  ? 

2.  An  offer  to  sell  two  carloads  of  oranges  was  telegraphed 
by  the  Napa  Fruit  Co.,  Los  Angeles,   Calif.,  to  Stevens  &  Co., 
fruit  dealers  in  Chicago,  111.   The  telegram  stated,  "Wire  accept- 
ance."  The  offer  was  accepted  by  letter,  but  in  the  meantime  the 
goods  had  been  sold  by  the  Napa  Fruit  Co.   Why  did  Stevens  & 
Co.  have  no  legal  claim  against  the  Napa  Fruit  Co.?  If  the  offer 
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was  by  a  full-rate  telegram,  what  type  of  acceptance  was  ex- 
pected ? 

3.  In  a  sale  of  goods  amounting  to  fifty  dollars  or  more,  the 
seller  can  enforce  the  sale  against  the  buyer,  and  vice  versa,  if 
the  sale  contract  is  in  writing.    Why  would  a  telegraphed  offer 
and  a  telegraphed  acceptance  make  a  sale  enforceable? 

4.  Mr.  Harold  Daugherty,  manager  of  the  Western  Trading 
Co.,  of  Minneapolis,  Minn.,  would  like  to  send  a  fifty-word  "night 
letter"   to  his  salesman,  Mr.  Walter  Stanton,  c/o  Hotel    Erie, 
Cleveland,  Ohio,  instructing  him  as  follows : 

(a)  Cannot  ship  order  to  Young  &  Co.  until  the  end  of  the 
week. 

(b)  Call  at  Weeks  &  Owens  to  find  out  why  they  haven't  paid 
a  bill  two  weeks  overdue. 

(c)  Present  prices  are  in  effect  to  end  of  week  only.  New  quo- 
tations will  be  mailed. 

(d)  Limit  your  sales  of  item  No.  510A.   We  cannot  fill  present 
orders. 

(e)  Send  itemized  expense  bill  for  past  week.    Office  mislaid 
the  one  sent  previously. 

(1)  Condense  the  above  instructions  and  write  a  message 
of  fifty  words  or  less. 

(2)  The  rate  is  48— 3V2.    What  is  the  cost  of  the  "night 
letter"? 

5.  Copy  and  complete  the  following  tabulation  in  order  to 
show  a  comparison  of  the  costs  of  sending  a  78-word  message: 

Type  of  Service  Rate      Calculation  of  Cost  Cost 

(a)  Full-rate  telegram  39— 2V2  ? 

(b)  Night  message  27—1%  .......  ? 

(c)  Day  letter  55—12  ? 

(d)  Night  letter  38—9  ? 

Suggestion:   Rates  for  (c)  and  (d)  are  on  the  first  fifty  words 

and  each  additional  ten  words  or  less.   Follow  method  of  calcula- 
tion shown  in  the  lesson. 


LESSON  11 

CABLE  AND  RADIOGRAM  SERVICES 
Cablegrams 

Problem   1.      Mr.  Ralph  McCardle,  the  foreign  buyer  of  a  New 
York  firm,  is  in  Paris  on  business  for  his  firm.    On  the  thirteenth  of 


486   OUR   DAILY   CONTACTS  WITH   BUSINESS 

March  the  head  buyer  in  New  York,  Mr.  John  Ward,  receives  a 
letter  from  Mr.  McCardle,  asking  his  permission  to  sail  for  home  on 
March  22,  instead  of  on  the  agreed  date,  March  15,  as  he  needs 
another  week  to  finish  his  business  in  Paris.  The  head  buyer  decides 
to  agree  to  the  extra  week.  What  is  the  communication  problem 
that  Mr.  Ward  must  now  solve? 

He  must  get  in  touch  with  Mr.  McCardle  before  he  sails 
on  the  fifteenth  of  March.  He  does  not  care  to  use  the  mails 
or  telephone  service.  Communication  by  mail  is  too  slow 
and  communication  by  telephone  is  too  expensive.  Mr.  Ward 
decides  to  send  a  cablegram.  This  will  reach  Mr.  Williams 
at  the  appropriate  time. 

1.  Filing  the  Cablegram.     As  in  the  case  of  the  telegram, 
Mr.  Ward  can  telephone  the  message  to  be  sent  by  cable- 
gram to  a  "Western  Union"  or  a  "Postal  Telegraph"  office, 
or  have  the  completed  cablegram  message  left  at  a  telegraph 
office,  or  call  for  a  telegraph  company  messenger  to  come 
for  it. 

2.  Classes  of  Cable  Service.    What  type  of  cablegram  will 
Mr.  Ward  use? 

As  Mr.  McCardle's  letter  reached  him  on  the  thirteenth 
of  March  and  more  than  twenty-four  hours  will  elapse 
before  Mr.  McCardle  leaves  Paris,  there  is  ample  time  to 
send  the  deferred  (half -rate)  cablegram  instead  of  the 
ordinary  (full-rate)  cablegram  which  is  more  expensive. 
The  rates  on  a  deferred  cablegram  to  Paris  are  ll%c  per 
word,  compared  to  23c  per  word  on  an  ordinary  cablegram 
— a  saving  of  50%. 

If  the  letter  from  Mr.  McCardle  had  been  received  on  the 
fourteenth,  why  would  Mr.  Ward  have  been  forced  to  send 
the  faster  and  more  expensive  cablegram?  Ordinary  cable- 
grams are  like  full-rate  telegrams.  Similarly,  deferred 
cablegrams  are  slower  than  ordinary  cablegrams  just  as 
night  messages  are  slower  than  fast  telegrams,  and  there 
are  corresponding  decreases  in  rates. 

Cable  companies  provide  another  class  of  service:  Cable 
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—  Copper  wire 

core 
—  Flexible  copper 

tape 

—  Permalloy  tape 


THIS  IS  HOW  CABLEGRAMS  ARE  SENT 
AND  RECEIVED 


Eighteen  steel 
armor  wires 


Cable  operator  ( I )  taps  the  typewriter-like  keys  of  his  in- 
strum  ent  thus  perforating  a  tape  which  passes  through  the 
automatic  transmitter  at  his  left.  Electrical  impulses  con- 
trolled by  the  perforations  flash  through  the  cable  and  are 
instantly  recorded  by  the  receiving  mechanism  in  picture 
(2).  High  speed  automatic  apparatus  (3)  is  used  in 
sending  and  receiving  messages  on  permalloy  cables  illus- 
trated in  (4).  The  method  of  laying  a  cable  is  illustrated 
in  (5). 


—  Tarred  hemp  cords 


Then  the  soft 
ooze  of  the 
ocean  floor 


7ourtesy:  Western  Union  Telegraph  6-  Cable  Co. 

Course  of  a  Cablegram 
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night  letters.  They  are  charged  at  a  third  of  the  full  rate. 
This  service  can  be  used  to  send  messages  of  25,  20,  and 
13  words  (minimum)  or  over,  depending  upon  the  destina- 
tion of  the  message. 


September  21,  193- 

Unlversal  Export  Co., 
London,  England 

(Why  were  my  instructions  not  acted  on)  (Anxious 
to  know)  (how  long  you  will  remain  In)  (London)  (Should 
time  and  circumstances  permit)  (remain  there  until) 
(October  22nd) 

John  Ward,  head  buyer, 
UNIVERSAL  EXPORT  CO. 


Cable  Message  to  Be  Put  in  Code 

Cablegram  rates  are  uniformly  higher  than  telegram 
rates  because  service  on  cable  lines  is  more  limited  and  re- 
stricted by  the  much  smaller  number  of  wires.  As  an  illus- 
tration of  the  difference  in  rates,  a  ten-word  full-rate  tele- 
gram from  New  York  City  to  San  Francisco  costs  $1.20, 
while  a  ten-word  ordinary  cablegram  to  London  costs  $2.00. 

The  pictures  on  page  487  show  the  "course"  a  cable 
message  takes. 

Code  Cablegrams 

Since  cable  rates  are  high,  it  is  very  important  to  limit 
the  number  of  words  in  a  cablegram  as  much  as  possible. 
However,  neither  clearness  nor  completeness  should  be 
sacrificed  for  the  sake  of  conciseness. 

One  method  often  used  to  cut  down  the  number  of  words 
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in  cablegrams  is  to  employ  code.  By  code,  a  single  code 
word  may  represent  a  number  of  words.  Code  words  may 
be  either  artificial  words  or  real  words  used  in  a  manner 
agreed  upon.  All  words  in  code  cablegram  messages  are 


CHARGE  TO  THE  ACCOUNT  OF: 


?"'?.*"" 

ORDINARY 

URGENT 

coBo"=I,) 

DEFERRED 

NISHTMBLE 

Commercial  Cables 


ADDRESS:  67  BROAD  STREET.  NEW  YORK 

September  21,  193- 


UNECO 
LONDON 


OBDUS  OBPAZ  OHMUD  MAFUM  OLKIN  OHNIC  CYJMO 
WARDUNECO 


Cable  Message  in  Code 

(Message  shown  on  page  448  reduced  by  code.) 

counted  and  charged  at  the  rate  of  five  letters  or  less  to  the 
word.  A  minimum  of  five  words  is  charged  in  all  such  mes- 
sages. Every  word  in  the  address,  message,  and  signature 
is  counted  and  charged  for.  Only  in  full-rate  cablegrams 
may  the  text  be  in  code.  In  the  illustrations  on  pages  488, 
489  observe  how  a  cablegram  of  39  words  is  reduced  by  the 
use  of  code  to  10  words,  counting  the  heading  and  signa- 
ture. The  telegraph  company  issues  a  code  book  for  use  in 
writing  messages  in  code  and  in  decoding  code  messages. 
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Radiogram  Service 

Problem  2.  Mr.  Ward  intends  to  send  a  message  to  Mr.  Mc- 
Cardle  who  is  on  board  a  steamer  which  is  expected  to  dock  two 
days  later  according  to  the  newspaper  announcement.  He  wants  to 
inform  Mr.  McCardle  of  the  fact  that  he  will  be  at  the  pier  when  the 
boat  docks.  How  will  he  send  this  message  to  Mr.  McCardle? 


MR.  RALPH  MCCARDLE 
ABOARD  SS  NORMANDIE 


Radiogram 

Radiogram  companies  provide  communication  services  to 
and  from  all  large  steamships.  This  message  will  be  flashed 
by  radio  from  the  radio  sending  station  in  New  York  City 
to  the  radio  operator  of  the  liner  on  which  Mr.  McCardle 
is  returning  from  Europe.  The  illustration  above  shows 
the  radiogram  prepared  for  transmission. 

Summary 

A  cablegram  is  a  message  sent  by  means  of  telegraph  or 
cables — wires  resting  on  the  bottom  of  the  sea — to  trans- 
oceanic places.  Ordinary  or  day  cablegrams  are  faster  but 
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more  expensive  than  deferred  cablegrams  which  are  sent 
when  cables  are  not  busy.  Cablegrams  can  be  written  and 
sent  in  code  at  a  considerable  saving  in  cost.  There  are 
fast  and  "slow"  classes  of  cablegram  service.  Radiograms 
are  messages  sent  to  and  from  ocean  vessels,  as  well  as 
across  the  ocean. 

Business  Vocabulary 

detail  radiogram  departure 

deferred  ordinary 

cablegram  registration 


ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  (a)   An  importer  sends  three  ordinary   (full-rate)    cable- 
grams   to    foreign    dealers.     The   cablegrams    contain    sixteen, 
twenty,  and  eight  words  respectively,  and  the  rate  is  25c  a  word. 
What  is  the  cost  of  each  cablegram? 

(b)  The  deferred  rate  on  the  three  cablegrams  is  ll1/^.  How 
much  would  be  saved  on  the  three,  if  sent  as  deferred  cable- 
grams? 

2.  In  September  the  total  cost  for  telephone,  telegraph,  cable, 
and  radio  messages  to  the  firm  of  Runkel  &  Co.  is  $360,  distrib- 
uted as  follows:  telephone,  $180;  telegraph,  $90;  cable,  $72;  radio, 
$18.    Into  what  per  cents  is  the  total  cost  distributed?    Check 
your  answer. 

GROUP  II 

1.  Your  father  is   in  London.    Today  is  his  birthday.    You 
want  to  send  birthday  greetings  that  will  reach  him  at  his  hotel, 
the  Hotel  Warwick,  some  time  during  the  day. 

(a)  What  will  you  do? 

(b)  Write  the  message. 

(c)  What  is  its  cost  at  20c  a  word? 

2.  A  relative  has  come  from  a  foreign  country  to  live  in  this 
one.    His  boat  is  expected  to  dock   in  twenty-four  hours.    You 
want  to  notify  him  that  you  will  meet  him  at  the  pier,  and  take 
him  to  your  home,    (a)   What  type  of  message  will  you  send? 
(b)   How  will  it  be  delivered  to  him? 
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3.  A  cablegram  to  be  sent  by  a  foreign  buyer  contains  the 
following  message: 

JOHN  WARD  CO 
NEW  YORK 

LEAVING    FOR   PARIS   WEDNESDAY   WILL   NOT    HAVE 
SUFFICIENT  MONEY  PLEASE  REPLY  VIA  CABLE  $500 

FREDERIC  STONE 

(a)  Using  the  following  code  words  taken  from  the  code  book 
of  the  telegraph  company  write  the  message  in  code : 

MAHUP  Paris 

MEHSU  Wednesday 

MIPTI  $500 

OBVEG  Leaving  for 

ODIBY  Will    not   have   sufficient   money 

OLAMI  Please  reply  via  cable 

(b)  If  the  ordinary  rate  is  23c,  how  much  is  saved  by  sending 
the  message  in  code? 

(c)  What  will  the  addressee  need  in  advance  in  order  to  decode 
the  message? 

4.  Find  the  total  cost  of  the  following  cablegrams : 

Type  of  Cablegram  No.  of  Words      Rate  per  Word 

(a)  Ordinary  18  $.25 

(b)  Deferred  16                        .12y2 

(c)  Cable  Letter  *18  .08 

(d)  Week-End  Letter  *32  .07 

(e)  Ordinary  15  .25 

(f)  Deferred  18  .12% 

(g)  Ordinary  14  .25 
*  Minimum  20  words. 


UNIT  XV 
CREDIT  AND  COMMERCIAL  BANK  SERVICE 

LESSON  1 

BUYING  AND  SELLING  FOR  CASH  AND  FOR  CREDIT 
AT  RETAIL  STORES 

Credit  plays  a  vital  part  in  the  buying  and  selling  of 
merchandise.  Commercial  banks  and  other  financial  and 
trading  organizations  are  some  of  the  business  agencies 
that  supply  credit  accommodations  to  the  producer  as  well 
as  to  the  consumer. 

In  this  unit  we  will  discuss  the  following  topics  relating 
to  credit  and  commercial  bank  service:  buying  and  selling 
for  cash  and  for  credit  at  retail  and  wholesale  stores, 
"checking  credits"  and  obtaining  credit  information,  credit 
instruments,  receiving  and  making  payments  for  purchases 
and  sales,  the  checking  account  and  other  services  of  com- 
mercial banks,  customers'  and  creditors'  accounts,  and 
methods  of  collecting  past-due  accounts. 

Customers  who  buy  at  retail  stores  generally  pay  for 
their  purchases  in  cash.  However,  some  department  stores, 
local  stores,  general  stores,  and  other  retail  businesses  sell 
on  a  cash  and  credit  basis.  Through  a  number  of  business 
situations,  let  us  observe  cash  and  credit  buying  and  selling, 
and  see  how  it  is  carried  on  at  retail  stores. 

Buying  and  Selling  for  Cash 

Payments  with  Money. 

Problem  1.  You  went  to  a  five-  and  ten-cent  store  to  buy  the 
following: 

I    doz.  pencils  at  3  for  lOc 
3   notebooks  at  5c  each 
1/2   doz.  pads  at  5c  each 
How  did  you  pay  for  these  articles? 
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Since  this  retail  store  sells  for  cash  only,  its  customers 
must  pay  cash  for  all  purchases  at  the  time  the  goods  are 
sold  and  delivered. 

Problem  2.  As  office  clerk,  you  were  instructed  by  the  office 
manager  to  purchase  stamps  as  follows:  150 — 2's;  250 — 3's;  25 — 5's; 
and  10  special  delivery.  Why  were  you  obliged  to  take  money  with 
you? 

The  post  office  requires  immediate  payment  for  stamp 
purchases  and  accepts  money  only. 


HERE'S  S6.00.     GET 
ME  A   POSTAL   MONtY   ORDER 
FOR  $5,50    PAYABLE  TO  VICTORY!!*  » 
IT  SACK  TO 
WITH    THE 


W1L 

£  IN    THE    RACK  ON 
THE   DESK    IN   THE     OUT 

FF1C 


7"MR.  BEST "TiERrrs  YOUR; 

MONEY  ORDER  TOR        " 
$5-50,  THE  RICEiPTW 
AND  39f  CHANGEjV 


f        ,  „.„.   ..HODWrT^ 

{  WITH  THE  FEEjM^V  DOMESTIC   MONEY  ORDER 
THAT  WILL   BESS.6KVk    FOR 


Securing  the  Money  Order 
Payments  with  Money  Orders — Postal,  Telegraph,  Express. 

Problem  3.  The  office  manager  of  William  Frost,  465  Morton 
Street,  Boston,  Mass.,  ordered  a  set  of  books  from  the  Victory  Pub- 
lishing Co.,  550  Dearborn  Street,  Chicago,  III.,  at  a  cost  of  $5.50. 
All  the  retail  sales  of  the  publishing  company  were  for  cash  only, 
and  checks  were  not  accepted.  How  did  the  office  manager  pay 
for  the  books? 

The  office  manager  would  not  send  postage  stamps  to  pay 
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W\B\ 

L> 


POST  OFFICE  DEPARTMENT  NO. 

THIRD  ASSISTANT  POSTMASTER  GENERAL 
DIVISION  OF  MONEY  ORDERS 


The  Postmaster 
will  Insert    ' 


the  office  drawn  on,  wh'en  the  office  named  by 
the  remitter  is  in  Alaska,  and  does  not  transact 

Spice*  iboT»  Ihi.  line  ut  f«r  the  Po.lm.iltr's  record,  to  b«  filled  in  bj  him 

Application  for  Domestic  Money  Order 

Spaces  below  to  be  filled  in  by  purchaser,  or,  if  neceuar  jr, 
by  another  person  for  him 

Amount 


._  Cents 


for  the  books  ordered.  Why?  Nor  was  it  advisable  for  him 
to  mail  money.  Why?  What  did  he  do?  He  instructed  the 
office  clerk  to  buy  a  $5.50  postal  money  order.  At  the 
local  post  office  the  clerk  filled  out  what  is  known  as  a 

domestic  money  order 
application  blank.  The 
illustration  on  this  page 
shows  the  form  all  filled 
out.  Examine  its  con- 
tents, and  observe  that  it 
contains  (1)  the  stamp 
of  the  post  office  issuing 
the  money  order,  (2)  the 
post  office  on  which  it  is 
drawn,  (3)  the  amount, 
(4)  the  name  of  the  per- 
son or  firm  for  whom  the 
order  is  intended,  (5) 
this  person  or  firm's  com- 
plete address,  (6)  the 
name  of  the  sender,  (7) 
his  address. 

The   office    clerk    pre- 


sented  the  application  at 
the  money-order  window 
and  received  a  money  or- 
der for  $5.50  for  which 
he  paid  $5.61.  This  $5.61  included  $5.50  for  the  money  order 
itself,  and  a  service  fee  of  $.11,  charged  according  to  the 
rates  found  printed  on  the  reverse  side  of  the  application 
blank,  which  are: 


PURCHASER  MUST  SEND  ORDER  ANb  COUPON  TO  PAYEE 
(FOR  FEES  SEE  OTHER  SIDE) 


Domestic  Money  Order  Application 


FEES  CHARGED  FOR  DOMESTIC  MONEY  ORDERS 

For  orders  from  $0.01  to    $2.50 6c 

For  orders  from  2.51  to 
For  orders  from  5.01  to 
For  orders  from  10.01  to 
For  orders  from  20.01  to 


5.00 8c 

10.00 lie 

20.00 13c 

40.00..  .15c 
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For  orders  from  40.01  to    60.00  ..........  18c 

For  orders  from  60.01  to    80.00  ..........  20c 

For  orders  from  80.01  to  100.00.  .  .  .22c 


198E18  Bwton,  MM^  5 1 7B  2  3 

litotes  Postal  Money  Order 


Domestic  Money  Order 

The  office  manager  mailed  the  order  together  with  the 
postal  money  order  (see  illustration  above),  to  the  Victory 
Publishing  Company.  This  customer,  William  Frost,  might 
have  sent  a  Telegraphic  Money  Order  in  which  case  the 
publishing  company  would  receive  the  $5.50  through  the 
telegraph  company,  and  the  service  fee  would  be  paid  to  the 
latter  company. 


Courtesy:   At 
Express  Money  Order 


Co. 


If  there  were  a  near-by  American  Express  office,  the  office 
manager  might  have  instructed  the  office  clerk  to  buy  an 
express  money  order  (illustration  on  this  page) .  The  fees 
for  express  money  orders  are  based  on  this  schedule  of 
rates : 
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EXPRESS  MONEY  ORDER  RATES 

For  orders  from  $0.01  to     $2.50 6c 

For  orders  from    2.51  to      5.00 8c 

For  orders  from    5.01  to     10.00 lOc 

For  orders  from  10.01  to    20.00 12c 

For  orders  from  20.01  to    40.00 15c 

For  orders  from  40.01  to    60.00 18c 

For  orders  from  60.01  to    80.00 20c 

For  orders  from  80.01  to  100.00 24c 

For  orders  over  100.00 — at  above  rates 

International  Postal  Money  Orders  or  International  Ex- 
press Money  Orders  may  be  used  if  payment  for  goods 
bought  is  to  be  made  to  a  concern  located  in  a  foreign  coun- 
try. The  illustration  on  page  498  is  that  of  an  International 
Postal  Money  Order  application. 

Payments  with  Checks. 

Problem  4.  Mr.  Grant  subscribes  annually  to  a  magazine  pub- 
lished out  of  town.  He  pays  the  full  year's  subscription  by  check  at 
the  time  he  malls  his  subscription.  Is  this  a  cash  transaction?  Why? 
Why  does  Mr.  Grant  not  pay  for  his  subscription  with  money  or  a 
money  order? 

This  is  a  cash  transaction  because  the  check  can  be 
"cashed"  or  changed  into  money,  or  deposited  in  the  bank 
as  money.  Mr.  Grant  does  not  pay  his  subscription  with 
currency  because  it  is  considered  poor  business  practice  to 
send  currency  through  the  mail.  Payment  by  money  orders 
requires  the  customer  to  buy  the  money  orders  at  a  definite 
place,  and  the  seller  either  to  deposit  them  at  his  bank,  or 
cash  them  at  a  post  office,  all  of  which  is  inconvenient  to  the 
parties  concerned. 

The  situations  illustrating  retail  buying  and  selling  ex- 
plained thus  far  showed  trading  carried  out  on  a  cash  basis 
with  the  payments  being  made  and  received  in  the  form  of 
money;  postal,  telegraphic,  or  express  money  order;  or 
check.  Now  we  will  see  how  retail  stores  carry  on  buying 
and  selling  on  a  credit  basis. 
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>rm  6701 

Stamp  vfistuing  affiet 


fast 


THIRD  ASSISTANT  POSTMASTER  GENERAL 
DIVISION  OF  MONEY  ORDERS 


IT.  S.  MONET, 


MONEY, 


No Amount,  $ _ 

No .„ Amomri,  $ , 

No Am0wn£9$ _ 

Payable  in  ,„ _ ~~ 

( Postmaster  trill  write  on  this  line  "Great  Britain"  or  "Italy,"  etc.,  as  cms*  may  be.) 
{Space  above  this  line  is  for  the  Postmaster's  record,  to  be  Oiled  In  by  hha.) 

(Spaces  below  to  be  filled  in  with  pea  and  ink  by  the  applicant,  or  by  seme  person  for  him 
not  connected  with  the  post  office.) 

Application  for  International  Money  Order 

For ....  ..^^^^^^2^d££^. . dollars. 

'^F^  •  ^ 

and fe^r::^^;!^:^.. _. cents. 

Payable  to.. ^,^2^^u^^::^J..^^^&2. ., -«.. 

(Write  on  tills  Jln«  name  «t  person  wbd  is  to  receive  tbe  inoni^y.) 

Town  or  city  .^,^^^^^^-^^^i^^l-^L 

Residence  or      vr  ~  ~ 

place  of          -^  " 
business  of 

the  Person  to  County.  Canton, 

iSey^to        Kr^o^«P^tmrat. 

be  paio.        Province 

'  Country  

. :..-         ^^^      '^  ^—-  _^_™_^  . 

Sent  by ^mJ^^^^L.^^^^^12:.^ 

(Write  on  this  line  the  name  of  the  rfcmitter.) 

Bealdenceor  Xo.  -  ^..^^.^i^^^^^.-^'J^iSt£jf^^&d. —  Street 

place  of  •  /      ,^,     ,-  /, 

business  of  rr»  *A  *"//    -,   /  ^-/>    /y-»  / 

the  person  by  Town  Or  City ^i^.^,.^*J..>-.^?J^.^.... „ . 

whom  tbe  ' 

njoneyia  StatC'of 


FOB  POSTMASTER'S  RECOBD  IN  ACTION  TAKEN  AS  INDICATED  BELOW, 

Second  advice  issued  _ '. Original  application  to  Department  ..„.,.., 

Form  6684, 

Order  paid  abroad,  date 

Authority  to  repay  received,  No. 1    — —  "        t    paye 

Domestic  moucy  order  issued  iu  lieu  No . — —  To  whom  mailed    |   Department 

Void  autliorizatiou  to  Department 

Wrote  Department ^^  lmvaa»-£& 


/    To  Exchause  OfB«« 
' — '/    Bemittvr  notified. 


International  Postal  Money  Order  Application 
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Buying  and  Selling  on  Credit  at  Retail  Stores 

Problem  5.  The  grocer  has  a  number  of  steady  customers 
whose  grocery  bills  are  quite  large.  Very  often  these  customers  give 
their  orders  over  the  phone,  and  the  grocer  makes  the  deliveries  to 
them.  Why  may  this  grocer  not  require  immediate  payment  for  the 
goods  so  sold  and  delivered?  When  is  he  paid? 

These  customers  find  it  more  convenient  to  pay  weekly 
or  monthly,  and  the  grocer  is  willing  to  wait  for  his  money. 
The  arrangement  is  to  send  a  statement  for  all  the  goods 
bought  during  the  week  or  month.  The  customers  pay  for 
these  either  in  money  or  by  check. 

Although  retail  storekeepers  find  it  convenient  to  extend 
credit  to  reliable  customers,  their  business  must  be  carried 
on  in  the  main  on  a  cash  basis.  It  is  to  be  remembered  that 
these  dealers  often  buy  for  cash  from  wholesalers,  manu- 
facturers, or  producers,  and  that  the  capital  invested  by 
them  in  business  is  limited  in  amount.  Therefore,  the  terms 
of  credit  extended  to  their  customers  must  be  short,  and 
prompt  settlement  for  the  bills  must  be  expected. 

A  comparatively  small  number  of  department  stores  sell 
for  cash  only.  Such  stores  naturally  haven't  any  "charge 
customers";  that  is,  customers  who  buy  on  credit.  One 
department  store  selling  on  a  cash  basis  policy  permits  cus- 
tomers to  charge  their  purchases  against  "Depositors'  Ac- 
counts" opened  at  the  store.  These  customers  deposit  money 
in  advance  in  their  depositors'  accounts  (D.  A.)  and  then 
draw  against  them  by  making  purchases.  Most  department 
stores,  however,  sell  on  both  a  cash  and  a  credit  basis.  In 
the  next  lesson  charge  accounts  opened  by  customers  who 
buy  on  credit  will  be  explained. 

Summary 

Retail  stores  sell  on  a  cash,  or  on  a  cash  and  credit  basis. 
Payments  in  cash  are  in  the  form  of  money,  postal  money 
orders,  telegraphic  money  orders,  express  money  orders,  or 
checks. 
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Business  Vocabulary 

agencies  application  company 

transaction  international  schedule 

postal  publishing  subscription 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 
GROUP  I 

1.  At  the  local  five-  and  ten-cent  store  you  made  the  following 
purchase : 

6  tumblers @  3  for  lOc 

3  muffin  tins    @  lOc  each 

6  yds.  lace    @  2  yds.  for  5c 

How  much  money  did  you  pay  ? 

2.  For  each  day  of  the  week  you  buy  stamps  for  the  firm  of 
Bennett  and  Allen  by  whom  you  are   employed  as  mail  clerk. 
Copy  and  fill  in  the  blanks  in  the  following  table : 

POSTAGE  STAMPS  BOUGHT  FOR  WEEK  ENDING  JUNE  29,  193- 

Day  iy2c         2c  3c  5c                   Totals 

Monday  300         100  200  50                 $ 

Tuesday  150  300                            $ 

Wednesday  200         100  150  20                 $ 

Thursday  200  300                             $ 

Friday  100  250  50                 $ 

Saturday  100         100  200                             $ 

Total  for  week  $ 

3.  The  office  clerk  of  Charles  Crosby  purchases  three  domestic 
postal  money  orders  for  $17.00,  $9.00,  and  $40.00  respectively. 
Using  the  "domestic  money-order  fees"  table  on  pages  495,  496, 
find  the  total  amount  of  money  paid  for  the  three  orders. 

GROUP  II 

1.     The  law  provides  for  what  is  called  "legal  tender"  in  pay- 
ment of  debts ;  that  is,  coins  of  certain  amounts,  and  bills  of  cer- 
tain kinds,  must  be  accepted  when  offered  in  payment  of  private 
debts.   "Legal  tender"  consists  of  the  following: 
Coins:   Gold  coin  up  to  any  amount;   silver  dollars  up  to  any 
amount;  halves,  quarters,  and  dimes  up  to  $10;   nickels  and 
pennies  up  to  25c. 

Bills:  Gold  certificates,  silver  certificates,  United  States  green- 
backs, United  States  Treasury  Notes,  and  Federal  Reserve 
Notes  up  to  any  amount. 
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(a)  Why  is  it  true  that  a  creditor  is  not  required  to  accept 
any  payment   from   his   debtor,    in   other   than    "legal   tender" 
money  ? 

(b)  Why  do  creditors  accept  payment  in  bills  other  than  legal 
tender,  in  checks,  in  money  orders,  etc.? 

(c)  Why  are  half  dollars,  quarters,  and  dimes  legal  tender  up 
to  ten  dollars  only,  and  nickels  and  pennies   up  to  twenty-five 
cents  only. 

Note :  The  law  regarding  the  use  of  gold  coin  and  gold  certifi- 
cates as  legal  tender  has  been  suspended. 

2.  The   American    Bankers'  Association,    the    American  Ex- 
press Co.,  and   various  commercial  banks  sell  checks  that  can 
be  used   in  making   payments,  particularly  by  travelers.    Why 
would  these  checks  be  accepted  when  your  own  would  be  refused  ? 

3.  Prepare  an  itemized  list  of  household  expenditures  made 
for  a  certain  day  and  find  the  total.   How  would  you  expect  pay- 
ment for  each  expenditure  to  be  made? 

4.  From  a  catalogue  of  Howe  and  Gannon,  a  mail  order  house, 
located  at  1508  State  Street,  Chicago,  111.,  you  pick  out  articles 
totaling  $28.50  that  you  wish  to  order.   The  mail  order  house  re- 
quires payment  in  cash,  but  does  not  accept  checks. 

(a)  Why  would  you  not  send  money? 

(b)  Where  and  how  would  you  get  a  postal  money  order  to 
send  with  your  order  of  goods?  Fill  out  the  application  if  you  can 
get  a  form. 

(c)  How  much  would  the  postal  money  order  cost?    (Money 
order  rates  are  on  pages  495,  496.) 

(d)  If  an  American  Express  Office  is  used,  find  the  cost  of  the 
express  money  order  purchased  at  that  office.    (Money  order  rates 
are  on  page  497.) 

5.  In  the  office  of  Drummond  &  Co.  the  office  clerk  makes  the 
following  purchases  out  of  petty  cash: 

Monday — 250  index  cards  @  30c  per  C,  6  doz.  string  envelopes 
@  2  doz.  for  25c,  300  stamped  3c  envelopes  @  $3.15  per  C,  250 
3c  stamps,  25  special  delivery  stamps. 

Tuesday — 15  doz.  Folders  @  15c  per  doz.,  250  Ic  postal  cards, 
275  3c  stamps,  150  2c  stamps,  30  special  delivery  stamps. 

(a)  What  is  the  amount  of  money   obtained  each  day  from 
petty  cash  to  pay  for  these  purchases? 

(b)  What  is  the  total  petty  cash  used  a  month  (26  days)  if  the 
average  of  the  two  days  holds  for  the  month? 
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LESSON  2 

BUYING  ON  CREDIT  AT  DEPARTMENT  STORES, 
AT  INSTALMENT  "HOUSES,"  ETC. 

Buying  on  Credit  at  Department  Stores — the  Charge  Account 

Through  the  next  problem,  you  will  study  how  charge 
accounts  are  handled  in  department  stores  for  customers 
who  are  sold  goods  on  credit. 

Problem  1.  For  some  time  Mr.  John  Crosby  and  his  family  had 
been  paying  cash  for  merchandise  purchased  from  the  S.  W.  May 
Department  Store.  The  credit  manager  invited  Mr.  Crosby  to  open 
a  charge  account  with  the  store.  Mr.  Crosby  accepted  the  invitation. 
Why  and  how  was  the  charge  account  opened?  How  were  the  charge 
purchases  made,  and  what  record  of  them  was  kept? 

You  must  realize  that,  prior  to  the  invitation  to  Mr. 
Crosby,  the  credit  manager  had  satisfied  himself  about  the 
credit  standing  of  Mr.  Crosby.  The  store  invited  him  to 
open  a  charge  account,  giving  him  the  privilege  of  buying 
on  credit,  and  thus  inducing  him,  perhaps,  to  increase  his 
purchases.  Mr.  Crosby  accepted  the  invitation  because  he 
realized  that  it  was  a  convenience  to  have  some  time  exten- 
sion in  which  to  make  payment,  that  payment  for  all  pur- 
chases could  be  made  once  a  month  only,  and  that  better 
service  would  be  given. 

In  Mr.  Crosby's  case,  the  charge  account  was  opened  by 
mail.  With  the  letter  of  invitation  from  the  credit  manager 
was  enclosed  an  Application  for  Credit  form.  Mr.  Crosby 
filled  it  in,  signed  it,  and  had  Mrs.  Crosby  sign  it  on  the 
back,  so  that  both  signatures  would  be  on  file  in  the  store 
for  future  reference  at  the  time  of  making  purchases. 
On  page  503  is  a  copy  of  the  completed  blank  mailed  back 
by  Mr.  Crosby  to  the  credit  manager.  Notice  that  the  form 
contains:  (1)  the  date;  (2)  the  full  name  of  the  applicant; 
(3)  wife's  given  name ;  (4)  residence;  (5)  former  address ; 
(6)  firm  name,  position,  business  address;  (7)  residence 
telephone  number;  (8)  business  telephone;  (9)  the  name 
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APPLICATION  FOR  CREDIT 


* 


Full  Nar 


Former 
Address 


Temporary 
Address 


Firm  Name. 
Position—- 


Business Add.! 


i^ 


FOR  CREMT  OFFICE  USE  ONLY 


DATE. 


Bank 


Real  Estate  OwnH 


Valuations 


Feu  are  htreby  authorized  to  allow  credit  to  myself  and  family  until  otherwise 
notified  in  tonling,  goods  purchased  to  be  regarded  as  necessaries.  As  a  basis 
for  my  credit  I  have  made  tht  above  statements  and  it  is  further  understood  that 
all  bills  are  due  and  payable  in  full  on  the  10th  of  the  month  following  the  dale 
of  purchase. 


u 


For  Credit 

Office  Use 

Only 

RATING 


REPORTS 
(Cb*  »Ueh  r«,u«.«D 


Bureau  QmniK* 


Department  Store  Application  for  Credit 
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of  the  bank  with  which  applicant  deals  and  the  branch 
address;  (10)  the  signature. 

Note  that  in  another  instance  a  customer,  applying  for 
credit  in  person,  might  appear  before  the  credit  manager, 
who  would  fill  out  the  application  and  have  it  signed.  Why 
might  "References"  be  required  from  the  customer?  Why 
would  the  applicant  be  notified  at  a  later  date  in  regard  to 
the  acceptance  or  rejection  of  his  application? 

After  receiving  Mr.  Crosby's  application  and  approving 
it  for  a  definite  credit  limit,  the  credit  manager  sent  him  a 
coin  by  which  he,  Mrs.  Crosby,  or  any  member  of  his  fam- 
ily might  be  identified  when  goods  are  purchased.  There- 
after goods  bought  were  charged  to  Mr.  Crosby's  account. 

Other  department  stores  use  brass  plates,  stencils,  or 
cards  for  identification  of  charge  customers.  Some  stores 
find  it  unnecessary  to  provide  any  form  of  identification. 
Why? 

In  the  bookkeeping  department  of  the  store  an  account 
was  opened  with  Mr.  Crosby  after  his  first  purchase  was 
rjiade.  Additional  purchases  were  also  recorded  on  this 
account.  At  the  end  of  the  month  the  billing  clerk  prepared 
a  monthly  statement  from  the  account.  (Customers'  accounts 
apd  monthly  statements  are  explained  later  in  this  unit.) 
The  statement,  mailed  to  Mr.  Crosby,  showed  all  the 
charges  for  purchases  made  during  the  month.  Mr.  Crosby 
was  expected  to  make  payment  by  the  10th  of  the  following 
month. 

Different  department  stores  follow  different  practices. 
For  example: 

1.  Purchases  made  at  the  end  of  the  month  are  not  billed 
until  the  next  month.   What  advantage  does  that  give  the 
customer? 

2.  Payment  is  not  required  before  the  end  of  the  month 
in  which  the  bill  is  dated.  Why  this  regulation? 

3.  Government  employees   (teachers,  post-office  employ- 
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ees,  etc.)  are  allowed  a  cash  discount  on  all  purchases  made 
at  the  store.  Why  is  the  special  allowance  given  to  these 
customers? 

4.  Charge  accounts  are  known  by  numbers  as  well  as 
names.   What  advantage  is  gained  thereby? 

5.  Certain  charge  customers  are  limited,  as  in  the  case 
of  Mr.  Crosby,  to  a  certain  monthly  amount  for  their  pur- 
chases. Why  is  this  restriction  set  down? 

Buying  on  Credit  at  Instalment  Houses 

A  method  of  buying  goods  used  extensively  by  the  family 
of  moderate  means  is  illustrated  in  the  following  situations : 

Situation  No.  1.  Arthur  Bowan  decided  to  buy  a  new 
piano  for  his  home.  He  realized  that  he  could  not  pay  for 
one  all  in  advance.  At  a  piano  establishment,  he  selected 
and  bought  a  piano  for  $250,  signed  a  contract,  and  ar- 
ranged to  pay  for  the  piano  as  follows :  $50  in  cash  at  the 
time  of  the  purchase,  and  $10  each  month  thereafter  until 
paid. 

Situation  No.  2.  A  customer  purchased  eome  articles  of 
furniture  at  the  Brown  Furniture  House  for  $175.  It  was 
arranged  that  payment  was  to  be  made  as  follows:  $10 
down,  and  $5  in  weekly  instalments  until  paid. 

Both  situations  illustrate  buying  on  instalment.  As  you 
can  observe,  the  customer  mentioned  in  each  situation  is 
required  to  make  a  part  payment,  "the  down  payment/'  in 
cash  at  the  time  of  the  sale,  and  the  balance  is  to  be  paid  on 
instalment,  payments  regularly  made  each  week  or  month. 
Very  frequently  the  customer  is  required  to  pay  an  "inter- 
est" or  "finance"  or  "carrying"  charge  on  the  balance  in 
addition  to  the  balance  of  the  price  paid  for  the  goods. 
The  retailer  also  requires  these  instalment  purchasers  to 
sign  a  "Conditional  Contract  of  Sale."  Why  does  the  re- 
tailer require  this  signed  contract? 
Buying  on  the  Deferred  Payment  Plan 

An  automobile,  for  example,  may  be  purchased  on  instal- 
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ment,  and  payments  made  on  a  so-called  "deferred  pay- 
ment" plan.  A  financing  corporation  buys  the  customer's 
promissory  note  from  the  automobile  sales  agency,  and  the 
customer  is  then  required  to  make  monthly  payments  to 
the  finance  company.  The  amount  of  the  purchase  price 
paid  in  instalments  includes  a  finance  charge. 

Why  does  instalment  selling  permit  the  customer  to  buy 
articles  when  wanted  even  though  he  has  not  enough  cash 
on  hand  to  cover  the  full  purchase  price?  What  articles 
other  than  pianos,  furniture,  and  automobiles  are  sold  on 
the  instalment  plan?  How  do  instalment  sales  increase  the 
business  of  the  retailer?  Why  does  the  retailer  not  figure 
his  profit  right  after  the  sale  is  made? 

Objections  are  sometimes  raised  by  business  people  to 
selling  on  the  instalment  plan.  Why?  Why  might  buying 
on  instalment  sometimes  cause  people  to  buy  more  than 
they  can  afford?  In  addition  to  overbuying,  it  is  claimed 
by  some  that  customers  overpay  on  the  price  of  each 
article.  Why  is  this  claim  made? 

Summary 

Department  stores,  generally  speaking,  permit  certain 
customers — charge  customers — to  buy  on  credit.  The  charge 
customer  receives  a  statement  of  his  monthly  purchases, 
prepared  from  his  charge  account,  and  is  usually  required 
to  make  payment  some  time  in  the  month  following  the 
purchases.  Instalment  buying  is  a  plan  whereby,  as  a 
general  rule,  the  customer  makes  a  "down  payment"  (a 
small  initial  payment)  and  pays  the  remainder  due  in 
regular  weekly  or  monthly  instalments.  The  "deferred 
payment"  plan  of  monthly  instalments  includes  a  financing 
charge. 

Business  Vocabulary 

privilege  unnecessary  instalment 

restricted  practices  thereafter 

identified  applicant  professional 
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ADDITIONAL   PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  (a)   You  purchase  a  vacuum  cleaner  for  $65,  paying  $10 
down  and  $5  a  week.   How  many  weekly  payments  do  you  make 
to  pay  the  balance? 

(b)  On  a  radio  that  you  buy  for  $75,  you  make  a  "down  pay- 
ment" of  $15,  and  pay  $10  a  month.  How  many  monthly  pay- 
ments are  made  to  complete  the  balance? 

2.  An  oil  burner  is   installed  in  an  apartment  house.    The 
owner  gives  his  note  and  promises  to  make  monthly  payments  of 
$25  for  20  months.    What  is  the  total  amount  which  the  owner 
pays? 

3.  Four   instalment   sales   of  furniture  were   made   to   cus- 
tomers on  the  following  conditions: 

Selling  Price    Down  Payment    Monthly  Instalment 

(a)  $250          $10          $20 

(b)  75  5  5 

(c)  160  10  10 

(d)  325  25  20 

How  many  monthly  instalments  are  required  on  each  sale  to 
complete  payment? 

GROUP  II 

1.  In  an  instalment  sale,  the  buyer  is  given  a  conditional  bill 
of  sale  in  which  he  acknowledges  that  the  seller  has  the  title  to 
the  article  until  it  is  all  paid  for.    Why  is  it  necessary  for  the 
seller  to  do  this? 

2.  You  buy  a  radio  on  the  instalment  plan.  Why  have  you  no 
right  to  sell  it  before  all  payments  have  been  made?   If  the  orig- 
inal seller  has  filed  your  conditional  bill  of  sale  in  the  county 
clerk's  office,  why  may  the  person  to  whom  you  might  sell  the 
radio  be  required  to  return  it  to  the  original  seller? 

3.  A  private  individual  offers  to  sell  you  a  piano.  Why  should 
you  make  sure  that  the  piano  belongs  to  him?    What  kind  of 
bill  of  sale  might  you  require  of  him?   Why  might  you  look  for 
a  filed  conditional  bill  of  sale  in  the  county  clerk's  office?   What 
need  is  there  of  all  this  care  if  you  buy  from  a  piano  dealer? 
Why? 

4.  The  Brown  Furniture  and  Radio  Co.  are  dealers  in  furni- 
ture and  radios  at  retail  for  cash  and  for  credit.    Among  the 
many  sales  made  on  a  Saturday  are  the  following: 

Sale  No.  48.  To  Arthur  Bowan,  245  Washington  Ave.,  City. 
1  Superior  Tone  Radio  model  No.  38 .  .$250.00 
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Terms:  $50  down,  balance  payable  in  $10  monthly  instalments. 

Sale  No.  49.  To  Mrs.  Robert  Armstrong,  89  Somerset  St.,  City 

1   Bedroom  suite $185.00 

Terms :  $25  down,  balance  payable  in  $10  monthly  instalments. 

Sale  No.  50.  To  George  Garvin,  1675  Decatur  St.,  City. 

1  Living  Room  suite,  2  piece, $100.00 

1  Chair 50.00 

Terms:  Down  payment  of  $10  plus  carrying  charge  of  $7  (5% 
on  balance  of  $140),  both  payable  at  time  of  purchase,  and  weekly 
payments  of  $10  on  balance  of  $140. 

(a)  Why  are  all  of  these  sales  called  instalment  sales? 

(b)  In  which  two  is  the  carrying  charge  included  in  the  cost 
of  the  article? 

(c)  How  many  monthly  payments  are  required  in  each  sale  ? 

(d)  What  is  the  total  cost  of  the  living  room  suite  and  chair? 


LESSON  3 

TRADING  ON   CREDIT— WHOLESALE:   "CHECKING 

CREDITS" 

It  should  be  evident  to  you,  from  previous  explanations, 
that  the  largest  part  of  the  business  of  a  wholesale,  concern 
is  done  on  a  credit  basis.  On  occasion  a  wholesale  concern 
may  ask  a  new  customer,  or  an  old  customer  whose  credit 
standing  is  poor  or  doubtful,  to  pay  cash  for  purchases  he 
makes.  In  exceptional  cases  only,  cash  sales  may  be  made 
by  wholesalers  to  obtain  "ready  money."  Why  may  the 
wholesalers  be  obliged  to  sell  at  lower  prices  than  usual  in 
such  cases?  By  and  large  you  will  find  that  customers  of 
wholesale  concerns  are  given  thirty  days,  sixty  days,  and 
even  longer  time  in  which  to  pay  their  bills.  The  terms  of 
credit  allowed  depend  on  the  practice  followed  by  the  par- 
ticular concern  or  line  of  business. 

This  lesson  will  outline  the  methods  of  obtaining  credit 
Information  about  customers,  and  the  steps  involved  in  de- 
termining whether  credit  should  be  granted  to  a  customer, 
and  for  what  amount. 
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Checking  Credits:  New  Customers  of  the  Concern 

Customers  Established  in  Business  a  Short  Time. 

Problem  1.  A  salesman  from  the  National  Trading  Co.,  Inc., 
wholesalers  in  men's  shirts  and  pajamas,  called  on  John  Saunders,  a 
retail  haberdasher,  to  obtain  an  order  for  some  winter  merchandise. 
The  usual  credit  terms  of  the  National  Trading  Co.,  Inc.,  are  E.  O.  M. 
2/10,  n/60.  John  Saunders  offered  to  buy  his  winter  stock  of  shirts 
and  pajamas  from  the  National  Trading  Co.,  Inc.,  provided  he  re- 
ceived the  regular  credit  terms.  The  salesman  took  his  order  of  $750 
conditionally  and  promised  that  Mr.  Saunders  would  be  notified 
shortly  thereafter  whether  or  not  the  firm  would  sell  him  on  credit. 
How  did  the  National  Trading  Co.  decide  the  question  of  credit  in 
this  case? 

The  salesman  brought  the  order  back  to  his  firm  and 
explained  the  situation  regarding  the  request  for  credit 
terms.  The  order  was  forwarded  to  the  credit  department, 
which  checked  it  for  credit  in  the  following  manner : 

1.  The  credit  manager  looked  up  the  name  of  John  Saun- 
ders in  what  are  known  as  credit  rating  books.  The  stand- 
ard credit  rating  book  is  that  of  Dun  &  Bradstreet,  Inc. 
This  credit  rating  book  gives  the  ratings  or  credit  standing 
of  millions  of  business  concerns  in  the  country.   The  credit 
manager  could  not  find  the  firm  of  John  Saunders  listed  in 
Dun  &  Bradstreet,  Inc.    Apparently  John  Saunders,  who 
was  in  business  a  short  time,  had  not  supplied  the  publish- 
ers of  the  credit  rating  book  with  the  information  that 
would  enable  them  to  rate  his  business  for  credit.  A  credit 
report  was  called  for  and  was  received  in  a  few  days. 

2.  To  get  additional  credit  information  the  credit  man- 
ager considered  the  question  of  calling  up  Mr.  Saunders. 
He  decided  against  this  step  because  he  felt  that  it  would 
not  be  advisable  to  try  to  get  the  information  directly  from 
Mr.  Saunders. 

3.  A  letter  was  sent  by  the  credit  manager  to  the  Atlas 
Credit  Service  Agency,  a  service  that  the  National  Trading 
Co.,  Inc.,  subscribes  to  so  as  to  be  supplied  with  credit 
information  when  needed.   The  letter  requested  the  agency 


GR.  &  L.  Motor  Co.,  Inc Used  Cars  J  3'£ 

GRackley  H.  R; Ser  Stn  M  4 

TRahill  Geo.  M Gro  &  Meat 

GRainsberger  Shop  (not  inc. ) . . .  .Top  & 


Body  %£ 
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to  send  credit  information  and  a  credit  rating  for  the  firm 
of  John  Saunders.  Why  would  firms  be  willing  to  supply 
facts  about  their  business  to  reliable  agencies?  (It  should 
be  noted  that  credit  agencies  obtain  such  data  from  firms 
by  personal  calls  or  by  mailing  Credit  Information  forms 
requesting  certain  facts.)  The  Atlas  Credit  Service  Agency 
secured  information  re- 
garding the  business  of 
John  Saunders  and  his 
ability  to  pay  for  goods 
ordered.  The  agency  also 
decided  the  limit  of  credit 
that  could  be  extended  to 
Mr.  Saunders.  All  of  this 
information  was  sent  to 
the  credit  manager  in  the 
form  of  a  credit  report. 

4.  The  credit  manager 
considered  every  part  of 
the  reports  carefully  and 
found  John  Saunders' 
credit  rating  satisfactory. 
He  decided  to  extend  credit 
on  the  usual  terms  granted 
to  customers  by  the  firm, 
and  notified  John  Saunders 
that  his  order  had  been  ac- 
cepted. 

Customers  Established  in 
Business  a  Long  Time. 

Problem  2.  Another  sales- 
man of  the  National  Trading 
Co.,  Inc.,  received  a  large  or- 
der from  a  new  customer,  the 
Royal  Haberdasher,  Inc.,  a 

Courtesy:   Dun  &  Brodstreet,  Inc.     fjrm     we||     established     in     busi- 
Page  of  Credit  Rating  Book  ness    for    a    number    of    years. 


8  M 

C Rainbow  Tourist  Camp  &  Service  Sta- 
tion  (not  inc.) 4 

TRainwater   A.    O Gro  M 

VKaizen   Phillips Junk 

(Brof  Chit-kasha) 
X Ramsey  Warren... Intr  D.ectr  &  Furng  G  3Ji 

X Ramsey  Petroleum  Corp A  Al 

GRand  Ed.  F Auto  Rep  F  2}i 

'(Also  Chester  W.  Rathburn 
Company) 

ZRandolph  Drug  Co.  (not  inc.).._ **» 

TRandolph  &  McFall Gro  &  Meat  M  4 

ARasbach  Nina  Lee Hsry 

Raskin  Melvin  E Pawnshop,  &c  H  3}i 

XRathburn  Chester  W.  Company... Auto 

Ptg  &  Rep 

(See  Ed.  F.  Rand) 

LRatls  C.  A Contr  &  Bldr 

XRausin  J.  D Mfr  Paint  K  3)$ 

ZRawlings  Vnice  (Mrs.  W.   II.) 


ChemM 

XRay  C Sign  Ptr  M  4 

TRay  L.  W iGro  &  Meat  K  4 

ARay-Mond's,    Inc Wwear  E  2 

(Br  of  Tulsa) 

•fRoyal  Haberdasher,  Inc D  1J4 

XS.  E.  B.  Paint  Co.   (not  inc.) F  3>i 

IIS.  &  S.  Sales  Co.  (not  inc.)...W  &  R 
Feed  &  Seed 

(Br  of  Wichita,  Kan.) 

CSaddler  Thos.  J Rest  M  4 

+Saint  Louis  Cleaner.8  &  Dyers L  4 

GSt.  Louis  Spring  Co Mfrs 

Auto  Springs,  &cC+l 

(Br  of  St.  Louis,  Mo.) 

+Salek   James Tlr  K  4 

+Salmon  R.  N Clg  &  Prg 

V Salvage  Dealers  Metal  Co.,  Inc 

XSalyer  B.  M.,  jr..Whol  Oil  &  Grease^;  G  3',$ 

TSamara  A.  N Gro  &  Meat  H  3Ji 

T Samara  Edna  (Mrs.  O.  E.) Gro  & 

Meat 

TSamara  J.  E Gro  &  Meat  M  4 

—  Samples  Alfred  E Prtg  L  3}i 

TSamples  C.  A Gro  &  Meat 

'Sampson  M.  V.  (Mrs.  E.  J.)..Fill  Stn 


G.  B Ser  Stn  L  3Ji 

GSams  Guston  B Ser  Stn  M  4 

CSanders  J.  F Rest  M  4 

L  Sanders  Leo Contr 

ESanders  Will,  jr.    (Bill)... Radio  Rep  M 

TSanders  Wm.  P.  &  Son Pig  Mill  K  4 

LSanders  &  Ogle Contrs  G  3!£ 

CSanitary  Buffet 3 

Sanitary  Cleaning,  Inc H4 

Sanitary  Equipment  Co Janitors 

SUDD  H-3U 
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KEY  TO  RATINGS 


Estimated  Pecuniary 

Strength 


General  Credit 


*-2 


*-3 


A+ 

A  $500.000  to 
8+  300,000  to 
200.000  to 
I2S.OOO  to 

75.000  to 
50.000  to 
35.000  to 
20.000  to 

10.000  to 
5.000  to 
3.000  to 
2,000  to 

1.000  to 
500  to 
Leu  tbao 


Over  $1.000.000    A I 
Over       750.000    A I 
750.000    A I 


High  Goe4 

I 


500.000 
300.000 
200.000 

125.000 
75.000 
50.000 
35.000 

20.000 
IOJ>00 
5.000 


2.000 

i.eoo 

500 


I '/a 

I'/* 


I 

I'/a 


2 
2 
2 

V/2 

2'/Z 
Z'/2 

3 

3'/2 
3'/2 
3!/2 
3'/a 

3'/* 


Vt 


The  order  of  $2,960  was  given  on  the  understanding  that  the  credit 
terms  of  E.  O.  M.  2/10,  n/60,  would  be  granted.  How  was  this 
order  checked  for  credit? 

The  credit  manager  found  the  firm  rated  in  Dun  &  Brad- 
street,  Inc.,  rating  book.  The  illustrations  on  pages  510,  511 
_  give  you  an  idea  of  how 

credit  information  and 
ratings  appear  in  this 
book,  with  an  explana- 
tion of  the  symbols 
used  to  indicate  the 
ratings.  The  credit  rat- 
ing for  the  Royal  Hab- 
erdasher, Inc.,  was  D 
1%.  This  indicated 
that  credit  within  lim- 
its of  $35,000— $50,000 
might  be  given  to  this 
customer. 

In  addition,  the  credit 
manager  received  a 
credit  report  from  a 
credit  agency,  and  con- 
fidential information 
from  two  concerns  from 
whom  the  Royal  Hab- 

\         neaooaaners.  -«*«,.»    /f  -i        i  T  j* 

\^  iM89^f     erdasher,    Inc.,    f  re- 

Courtesy:    Dun  &  Bradstreet,  Inc.        quently      bOUght      gOOds. 

Key  to  Ratings  in  a  Credit  Rating  Book  Tnig  information  dis- 
closed  the  facts  that  the  Royal  Haberdasher,  Inc.,  always 
paid  their  bills  when  due,  and  often  discounted  them ;  that 
is,  took  advantage  of  the  cash  discount  allowed.  The  credit 
manager  approved  the  order  for  credit,  and  the  goods  were 
shipped. 
Checking  Credits:  Old  Customers  of  the  Concern 

Problem  3.    An  order  was  received  by  mail  from  the  Fashion 

Men's  Shop,  an  old  customer,  to  the  amount  of  $185.  This  customer 


•  When  a  numeral  only  (1,  2,  S  or  4)  follows  a  name  In 
the  Reference  Book  It  1»  an  Indication  that  the  financial 
strength,  while  not  definitely  determined.  Is  considered 


within  the  range  of  the  dollar   ($)    figure*  4n  the  cor- 
responding bracket,  and  that  a  condition  is  baBftted  to 
exist  which   warrants   credit   In  keeping  with  that  as- 
sumption. 
The  absence  of  any  ratine  following  a  name  signifies 


circumstances  which  preclude  forming  a  definite  decision 
as  to  financial  strength  or  credit  standing  of  ih» 
Individual  or  concern  named,  and  should  suggest  to  the 
Client  the  advisability  of  reading  the  detailed  report. 
(0.)  Where  an  Halle  A  In  parentheses  precedes  a  rating. 
It  Is  an  Indication  that  one  or  more  of  the  partners  In 
the  firm  are  liable  In  another  or  other  firms,  and  the 
responsibility  Is  In  that  sense  divided.  THUS:  (d)  B  +  J, 
Ratings  ef  Branch  Houses  should  always  be  look.d  up  at 

*•*--- 
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had  bousht  from  the  National  Trading  Co.,  Inc.,  many  times  before 
on  credit,  on  terms  of  E.  O.  M.  2/10,  n/60.  This  order,  too,  was 
checked  for  credit.  Why?  How? 

It  is  the  policy  in  all  wholesale  concerns  to  have  every 
sale  on  credit  passed  upon  by  the  credit  department  It  is 
important  that  all  sales  orders  be  checked  for  credit  in  order 
to  avoid  the  possibility  that  even  an  old  customer  "stretch" 
his  credit  or  buy  in  excess  of  what  he  can  pay  for  in  the 
credit  period  allowed  him. 

Therefore  the  credit  manager  checked  for  credit  the  order 
of  the  Fashion  Men's  Shop.  It  was  not  necessary  to  get 
a  rating  or  other  credit  information  from  an  agency,  from 
the  credit  rating  books,  or  from  other  outside  sources. 
Why?  The  checking  in  this  case  was  done  through  an 
examination  of  the  account  of  the  Fashion  Men's  Shop  on 
the  books  of  the  National  Trading  Co.,  Inc.  The  credit 
manager  examined  carefully  the  outstanding  amounts  (the 
unpaid  bills),  the  promptness  with  which  old  bills  were 
paid,  and  other  items  of  the  record.  He  examined  also  the 
credit  authorization  record  for  the  Fashion  Men's  Shop  on 
file  in  the  credit  department  and  made  sure  that  the  firm 
was  not  exceeding  the  credit  limit  set  by  the  credit  depart- 
ment. Since  the  Fashion  Men's  Shop  paid  promptly  and  tha 
amount  of  this  order  did  not  bring  their  bills  due  beyond 
the  credit  limits  set  for  them,  the  credit  manager  "passed" 
(approved)  the  order  for  credit. 

Summary 

Wholesale  selling  is  done  largely  on  credit.  Orders  from 
customers  must  be  checked  for  credit;  that  is,  the  credit 
department  must  determine  whether  or  not  the  customer 
should  be  allowed  credit,  and  to  what  extent.  Credit  infor- 
mation and  ratings  are  obtained  by  the  credit  department 
from  credit  agencies,  from  credit  rating  books,  from  firms 
who  have  dealt  with  the  customer,  and  from  the  customer's 
record  of  purchases  and  payments  on  the  books  of  the 
seller. 
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Business  Vocabulary 

circumstances 
credit  rating 
symbols 


investigated 

understanding 

promptness 


conditionally 

established 

confidential 


ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  The  firm  of  Starr  and  Rupert  grant  credit  terms  of  2/10, 
n/30  to  their  customers.    By  what  two  dates  has  each  of  five 
customers  the  option  to  pay  his  bill  on  goods  sold  to  him  on  these 
dates  respectively:  Jan.  27,  Feb.  14  (not  leap  year),  Mar.  9,  Sept. 
29,  Dec.  15? 

2.  The  terms  of  credit  of  the  National  Trading  Co.,  Inc.  are 
E.  0.  M.  2/10,  n/60.  On  what  two  dates  may  payment  be  expected 
from  each  of  five  customers  to  whom  goods  were  sold  on  the  fol- 
lowing dates  respectively:  Nov.  28,  Feb.  17  (leap  year),  Apr.  15, 
Aug.  29,  Oct.  3? 

3.  The  following  is  a  summary  of  sales  made  to  five  customers 
by  the  George  Young  Co.  Copy  and  fill  in  the  blank  columns  with 
possible  dates  and  amounts  of  payment.    The  credit  terms  are 
5/10,  n/90. 


Date  of  Sale 

Amount 
of  Bill 

//  Payment  Is 
Made  in  1  0  Days 

//  Payment  Is 
Made  in  90  Days 

Date 

Amount 
Due 

Date 

Amount 
Due 

(a)  July  19,  193- 
(b)  Feb.  24,  193- 
(leap  year) 
(c)  Oct.     9,  193- 
(d)  Jan.  30,  193- 
(leap  year) 
(e)  June  28,  193- 

$600 

1200 
400 

500 
250 

9 

f 
? 

? 
9 

9 

•f 

7 

? 
9 

9 

9 
9 

? 
9 

9 

9 
9 

9 
9 

GROUP  II 

1.  On  Oct.  28,  193—,  J.  Graham  bought  goods  amounting  to 
$450  from  Perry  &  Palmer.  The  terms  of  the  sale  were  net  30 
days.  J.  Graham  did  not  pay  until  Dec.  27,  193-.  What  was 
J.  Graham's  legal  obligation  on  Nov.  27?  Why  were  Perry  & 
Palmer  entitled  to  thirty  days'  interest  in  addition  to  the  $450? 
How  much  was  J.  Graham  legally  bound  to  pay  Perry  &  Palmer  on 
Dec.  27? 
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2.  The  National  Trading  Co.,  Inc.,  and  other  concerns  set  a 
limit  to  the  amount  they  will  allow  a  customer  to  owe  on  credit 
at  any  one  time.   What  reasons  are  there  for  such  a  limitation? 
How  can  they  determine  just  how  much  is  the  maximum  amount 
of  credit  they  will  extend  to  any  one  customer? 

3.  W.  Pratt  &  Sons,  customers  of  the  National  Trading  Co., 
Inc.,  are  slow  in  their  payments,  and  a  number  of  their  bills  are 
overdue.    What  would  the  credit  manager  require  them  to  do 
before  another  order  of  goods  given  to  a  salesman  of  the  National 
Trading  Co.,  Inc.,  is  shipped  to  them?  Why  must  the  credit  man- 
ager check  most  rigidly  the  credit  of  this  customer? 

4.  A  customer  of  the  National  Trading  Co.  has  a  $150  credit 
limit.   This  customer  pays  all  of  his  unpaid  bills  promptly,  and 
very  often  anticipates  them,  that  is  to  say,  pays  them  within  the 
discount  period.  The  customer  asks  that  his  line  of  credit  be  in- 
creased so  that  he  may  be  able  to  buy  more  goods  from  this  con- 
cern.  Why  will  the  credit  department  look  favorably  on  this  re- 
quest?  How  are  business  reputation  and  credit  related? 

5.  The  terms  of  credit  of  the  National  Trading  Co.,  Inc.,  are 
E.  0.  M.  2/10,  n/60.    Payments  were  received  on  five  sales  as 
follows : 

Date  of  Inv.  Amt.  of  Inv.  Date  of  Pay.  Ami.  of  Pay. 

(a)  Mar.  24  $750  Apr.  10  $735.00 

(b)  Apr.  3  .     445  June  30  445.00 

(c)  Apr.  12  650  May  13  637.00 

(d)  May  29  390  Aug.  15  390.00 

(e)  June  28  685  Aug.  29  685.00 

(1)  Which  of  the  payments  that  were  received  were  made  in 
accordance  with  the   terms  of  credit?    (Give  figures  to  justify 
your  answer.) 

(2)  On  which  invoice  was  the  National  Trading  Co.  entitled  to 
interest?   For  how  many  days?   How  much  interest? 

(3)  Which  payment  could  have  been  returned  with  a  demand 
for  payment  of  the  full  amount  due? 


LESSON  4 
CREDIT  INSTRUMENTS:  THE  PROMISSORY  NOTE 

Wholesalers,  and  occasionally  retailers,  extend  credit  to 
certain  customers  through  credit  instruments:  promissory 
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notes,  trade  acceptances,  drafts,  etc.,  in  which  the  custom- 
ers bind  themselves  in  writing  to  pay  the  amount  of  their 
purchases  at  a  definite  future  time.  This  lesson  will  treat 
of  one  of  these  credit  instruments,  the  promissory  note. 

Problem  1.  On  September  15,  193—  Parker  &  Sloan,  whole- 
sale dry  goods  merchants,  located  at  159  Grant  Boulevard,  Buffalo, 
N.  Y.,  sold  goods  to  Frank  Gorman,  a  retailer,  at  305  Third  Ave., 
New  York  City.  The  bill  of  goods,  amounting  to  $240,  was  sold  on 
the  following  terms:  net,  sixty-day  note.  In  accordance  with  the 
terms  of  the  sale,  Frank  Gorman  signed  a  promissory  note  in  favor 
of  Parker  &  Sloan  in  payment  of  the  goods  he  bought.  What  is  the 
effect  of  the  promissory  note  that  was  signed  by  Frank  Gorman  and 
given  to  the  seller?  What  advantage  does  it  give  the  seller  to 
receive  the  note?  What  items  does  the  note  contain? 

Frank  Gorman  promises  in  the  note  that  on  November 

14,  193-,  sixty  days  after  the  date  of  the  note  (September 

15,  193-),   he  will  pay  $240  to  the  order  of  Parker   & 
Sloan.    You  must  remember  that  the  customer  is  respon- 
sible on  the  note  only,  since  he  has  met  his  obligation  to 
pay  for  the  goods  by  giving  a  written  promise  to  pay  the 
$240.   By  signing  the  promissory  note,  Frank  Gorman  en- 
gages to  pay  $240  in  sixty  days  to  Parker  &  Sloan  for  value 
which  he  received  from  them.    Frank  Gorman's  responsi- 
bility is  not  for  the  goods  that  he  bought  but  for  the  note 
he  issued,  and  Parker  &  Sloan  are  not  required  to  prove 
that  value  was  given  for  the  note  unless  Frank  Gorman 
denies  the  fact. 

Advantages  to  the  Seller  to  Receive  a  Promissory  Note 

To  the  seller  there  is  one  distinct  advantage  in  receiving 
a  promissory  note:  he  has  a  written  promise,  instead  of 
what  is  called  "an  open  book  account,"  an  oral  promise 
of  the  customer  to  pay.  Another  advantage  is  that  Parker 
&  Sloan  can  sell  or  discount  Frank  Gorman's  note  at  the 
bank.  This  means  that  Parker  &  Sloan  can  get  the  use 
of  the  cash  they  obtain  from  the  bank,  at  any  time  earlier 
than  November  14,  193-,  even  on  September  15,  193-,  the 
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date  of  the  note.  On  a  sale,  net  60  days,  the  seller  cannot 
expect  the  use  of  the  cash  until  the  account  is  due  on  the 
books,  which  would  be,  in  this  instance,  November  14,  193-. 
How  much  earlier  can  Parker  &  Sloan  get  the  cash  on 
terms,  net  60  day  note,  than  on  terms,  net  60  days? 

Essential  Elements  of  a  Promissory  Note 

November  14,  193-,  is  called  the  due 
date  or  date  of  maturity  of  the  note. 
You  can  see  then,  that  a  promissory 
note  is  the  written  promise  of  the 
maker  of  the  note  (the  one  who  signs 
the  note)  to  pay  to  the  order  of  the 
payee  (the  one  to  whose  order  the  note 
is  made),  the  sum  indicated  in  the  note 
(the  face  of  the  note)  on  the  date  of 
maturity.  Stub  of  Note'  pg*  517 

Now  let  us  examine  the  note  in  the  illustration  on  page 

517  to  see  what  essential  parts  it  must  contain  in  order  to 
make  it  a  promissory  note  that  is  negotiable  (transferable 
to  other  parties  than  the  payee) . 

1.  The  place  where  the  note  is  written :  New  York,  N.  Y. 

2.  The  date  of  the  note:  September  15,  19 — . 

3.  The  time  the  note  is  to  run:  Sixty  days  after  date 
(the  last  two  words  are  printed  as  you  see  in  the  illustrated 
note) .  In  other  notes,  this  may  be  ninety  days,  thirty  days, 
one  month,  two  months,  one  year,  etc.,  after  date;  or  on 
demand  (at  any  time). 

4.  The  printed  words  "promise  to  pay  to  the  order  of," 
preceded  by  the  written  word  7  if  the  note  is  signed  in 
the  name  of  one  individual,   or  by  we  if  the   signature 
holds  more  than  one  individual  responsible.    In  the  illus- 
tration note  the  word   "/"  is  placed  before  the   phrase, 
"promise  to  pay,"  because  Frank  Gorman  is  an  individual. 

5.  The  name  of  the  payee :    Parker  &  Sloan.    This  part 
of  the  note  may  also  read  as  follows :   "I  promise  to  pay  to 
Parker  &  Sloan,  or  order." 
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6.  The  amount  or  face  of  the  note,  written  in  figures 
after  the  printed  $  sign:     $2bOf-^  in  the  illustrated  note 

(sometimes  written  $240.00  or  $240-^-). 

7.  The  amount  or  face  of  the  note  written  in  words, 
preceding  the  printed  word  "Dollars";  written  thus  in  the 


AT  49  ~ 


JX&«»£r*£    6^/^>^Wgg 


-f~Z^<f^L 


S  • 


*y  W        j?.      /  y    -^~ 

-^css-o-'  -^r^^*9^M  j>^S  -:£*-Sjr- 


Promissory  Note 


illustration,  Two  hundred  forty  ..........................  ^^  Dollars; 

but  written  also,  Two  Hundred  Forty  -^  .  ...............  Dollars. 

8.    The  written  signature  of  the  maker  :  Frank  Gorman. 

Non-Essential  Elements  of  a  Promissory  Note 

The  promissory  note  in  the  illustration  contains  other 
items.  These  are  not  absolutely  required  for  they  do  not 
affect  either  the  negotiability  or  validity  of  the  note. 

1.  The  number  of  the  note:  38. 

2.  After  the  printed  words  "Payable  at"  the  place  where 
the  note  will  be  paid  :  in  this  instance,  The  Kenmore  Bank 
(the  bank  in  which  Frank  Gorman  has  an  account)  . 

3.  After  the  printed  word  "Due"  the  date  of  maturity  : 
November  14,  19  3-. 

In  passing  it  must  be  remembered  that  the  position  of 
the  various  parts  of  the  note  as  shown  in  illustration,  this 
page,  may  vary  with  other  printed  forms.  This  printed  note 
form,  as  well  as  others,  carries  the  words  "value  received" 
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which  are  not  actually  needed  to  make  the  note  a  valid 
(good)  or  negotiable  instrument. 

Finding  the  Date  of  Maturity  of  Notes 

Problem  2.  Assume  that  Parker  &  Sloan  receives  the  following 
five  notes  with  "dates"  and  "time  the  notes  run"  as  given.  Find  the 
date  of  maturity  for  each  note: 

Date  of  Note  Time  the  Note  Runs 

1.  May  18,   193-  30  days 

2.  June  15,  193-  2  months 

3.  Feb.  24,   193-  (not  a  leap  year)  60  days 

4.  Nov.  30,  193—  (leap  year  next)  3   months 

5.  Sept.  9,   193-  90  days 

Check  your  answers  with  these :  June  17,  193-,  Aug.  15, 
193-,  Apr.  25,  193-,  Feb.  29,  193-  (leap  year),  Dec.  8,  193-. 

Other  Uses  of  Promissory  Notes 

Two  problems  will  be  taken  up  to  show  other  occasions 
when  promissory  notes  are  used : 

Note  Used  as  Security  for  Credit  Extension. 

Problem  3.  George  Talbot,  a  customer  of  Parker  &  Sloan,  is 
in  business  at  570  Euclid  Avenue,  Cleveland,  Ohio.  On  April  3, 
193—,  he  bought  merchandise  amounting  to  $178.50.  The  terms  of 
sale  were  2/10,  n/30.  On  May  3,  1 93-,  when  the  bill  became  due 
and  he  had  no  money  with  which  to  pay  it,  he  decided  to  ask  for  a 
thirty-day  extension  of  credit.  How  was  this  done? 

On  May  3,  193-,  he  sent  a  letter  to  Parker  &  Sloan  stat- 
ing that  he  is  obliged  to  ask  for  a  thirty-day  extension  of 
credit,  and  requested  Parker  &  Sloan  to  accept  his  thirty- 
day  note  with  interest  at  6%  in  settlement  of  the  bill  due. 
Parker  &  Sloan  agreed  to  the  request  and  instructed  George 
Talbot  to  mail  them  his  note.  He  promptly  mailed  it. 

Write  this  note  for  George  Talbot  remembering  these 
cautions : 

1.  To  fill  out  the  stub,  attached  at  the  left  of  the  note, 
before  you  fill  out  the  body  of  the  note.  Why? 

2.  To  write  the  note  legibly,  in  clear,  standard-sized  fig- 
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ures  and  words,  using  the  proper  spaces  provided  in  the 
printed  promissory  note  form. 

3.  To  place  the  amount  in  figures  very  close  to  the  dollar 
sign. 

4.  To  place  a  decimal  point  after  the  dollars  and  then 
write  the  cents,  preferably  as  so  many  hundredths. 

5.  To  start  the  amount  in  words  close  to  the  left-hand 
edge,  filling  in  any  space  up  to  the  word  "Dollars"  with  a 
wavy  line. 

6.  To  be  sure  that  the  amount  in  figures  agrees  with 
that  in  words. 

7.  Not  to  have  the  signature  written  (by  the  teacher  or 
another  pupil)  until  all  necessary  blanks  are  filled. 

8.  Not  to  erase  or  cross  out  any  item.  Why? 

9.  Not  to  use  a  pencil  to  write  the  note,  unless  it  is 
indelible.   Why? 

10.  That  the  words  "with  interest  at  6%"  must  appear 
under  the  amount  of  the  note  written  in  words. 

11.  That  in  signing  the  note  assume  that  the  pupil  you 
designate  has  a  power  of  attorney  for  George  Talbot,  and 
signs  as  follows: 

George  Talbot 

by  A.  Student,  Atty. 

Compare  the  note  that  you  have  written  with  the  one  on 
page  517.   Answer  these  questions: 

1.  How  was  the  extension  of  credit  given  to  George 
Talbot? 

2.  Why  was  it  fair  for  George  Talbot  to  promise  to  pay 
thirty  days'  interest  in  addition  to  the  $178.50? 

3.  What  is  the  date  of  maturity  of  the  note? 

4.  On  June  2,  193-,  George  Talbot  pays  $179.39  which 
includes  the  face  of  the  note,  $178.50,  and  thirty  days' 
interest  on  $178.50,  $.89.    Is  the  interest  amount  correct? 

Note  Used  as  Security  for  Loan. 

Problem  4.    Parker  &  Sloan  found  that  they  were  able  to  make 
a  very  advantageous  purchase  of  merchandise  for  cash.    They  were 
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short  of  cash,    however,   and    required  twenty-five   hundred   dollars. 
How  did  they  manage  to  obtain  this  sum? 

Parker  &  Sloan  considered  in  turn  the  advisability  of 
borrowing  from  a  friend,  from  a  member  of  the  family  of 
either  partner,  from  an  investment  loan  concern,  or  from 
a  commercial  bank.  In  any  event  the  note  of  Parker  & 
Sloan  would  be  given  as  security  for  the  loan.  Parker  & 
Sloan  decided  to  borrow  from  the  Chatham  Trust  Company, 
the  bank  in  which  they  carried  their  business  account.  The 
bank  agreed  to  lend  them  twenty-five  hundred  dollars  on 
receipt  of  their  promissory  note  to  be  due  in  ninety  days 
from  October  16,  193-.  Write  the  note,  signing  it  as  attor- 
ney for  Parker  &  Sloan.  Remember  that  the  payee  is  the 
Chatham  Trust  Company.  You  will  find  in  a  later  lesson  of 
this  unit  that  Parker  &  Sloan  received  a  little  less  than  the 
face  of  the  note,  and  you  will  learn  then  the  reason  for  it. 

Summary 

A  promissory  note  is  an  instrument  used  to  secure  credit 
and  is  a  written  promise  to  pay  a  certain  sum  of  money 
at  a  future  date.  It  must  contain  these  essential  elements : 
(1)  the  date  of  the  note,  (2)  the  time  the  note  runs,  (3)  the 
name  of  the  payee,  (4)  the  amount  or  face  of  the  note  in 
figures  and  in  words,  (5)  the  signature  of  the  maker.  It  may 
contain  also,  (1)  the  number  of  the  note,  (2)  the  place 
where  payable,  (3)  the  due  date,  (4)  the  words  "value  re- 
ceived" ;  but  these  items  are  not  required  to  make  the  note 
valid  (good)  or  negotiable  (transferable). 

Promissory  notes  arise  (1)  as  part  of  the  terms  of  credit 
in  a  sale,  (2)  from  an  extension  of  credit  given  to  a  cus- 
tomer, (3)  as  security  for  a  loan. 

Business  Vocabulary 

promissory  transferable  attorney 

valid  indelible  legally 

date  of  maturity         negotiable 
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ADDITIONAL    PROBLEMS    AND    SITUATIONS 
GROUP  I 

1.  The  firm  of  Mann  &  Peterson  received  five  notes  from  cus- 
tomers during  the  month  of  December,  193-.    The  date  of  each 
note  and  the  time  that  each  runs  are  given  in  the  following  tabu- 
lation : 

Date  of  Note  Time  the  Note  Runs 

193- 

(1)  Dec.  8  60  days 

(2)  12  30  days 

(3)  18  1  month 

(4)  23  (next  year  90  days 

(5)  31  is  not  a  2  month 

leap  year) 

(a)  Find  the  date  of  maturity  of  each  note. 

(b)  What  difference  in  the  date  of  maturity  of  note  5  would 
there  be  if  the  note  were  dated  the  28th,  29th,  or  30th  of  Decem- 
ber? 

2.  (a)    One  note  dated  Feb.  26  (not  a  leap  year)  runs  for  one 
month,  and  another  dated  Feb.  26  runs  for  thirty  days.  What  dif- 
ference in  the  date  of  maturity  is  there  between  the  two  notes? 

(b)  Two  notes  are  each  dated  July  6.  One  runs  for  two 
months,  the  other  for  sixty  days.  How  many  days'  difference  is 
there  in  the  maturity  date  of  each? 

GROUP  II 

1.  The  words  "value  received"  are  not  required  by  law  on  a 
promissory  note.    What  does  the  law  assume  about   the  value 
which  the  maker  of  the  note  received  when  he  gave  the  note? 
When  only  does  the  payee  of  the  note  have  to  prove  that  he  gave 
value  for  it? 

2.  The  maker   of  a  note  designates  his  bank  as   the  place 
where  the  note  is  payable.   How  does  this  make  it  easier  for  him 
to  meet  the  note  at  maturity?   Why  will  the  bank  automatically 
take  the  amount  off  the  balance  in  the  maker's  account  at  the 
bank? 

3.  Thatcher  &  Co.  bought  goods   from  Parker  &   Sloan  on 
March  31,  193-,  amounting  to  $786.65.  The  terms  of  credit  were, 
net  three  months'  note.  Thatcher  &  Co.  mailed  a  promissory  note 
to  Parker  &  Sloan,  dated  March  31,  193-,  due  in  three  months, 
for  $786.65,  payable  at  their  bank,  the  Traders'  National  Bank, 
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295  Fifth  Avenue,  New  York  City.  The  signature  was  as  follows : 

Thatcher  &  Co., 

by  R.  Thatcher,  Atty. 

Using  a  blank  form  of  a  note,  write  the  note  as  attorney  for 
Thatcher  &  Co.,  and  indicate  on  it  the  date  of  maturity. 

4.  Parker  &  Sloan  gave  Thomas  Marvin,  a  customer,  a  sixty- 
day  extension  on  an  invoice  of  $360  due  Nov.  30,  193-,  and  re- 
ceived his  sixty-day  note  dated  Nov.  30,   193-,  for  $360  with 
interest  at  6%.  Write  the  note  (on  a  blank  form),  signing  it  as 
attorney  for  Thomas  Marvin.   Place  the  date  of  maturity  on  the 
note. 

5.  Parker  &  Sloan  borrowed  $1500  from  their  bank,  the  Chat- 
ham Trust  Co.,  on  a  ninety-day  note,   dated  March  31,   193-. 
Write  the  note  (on  a  blank  form) ,  indicating  thereon  the  date  of 
maturity. 


LESSON  5 
CREDIT  INSTRUMENTS:  THE  TRADE  ACCEPTANCE 

A  second  type  of  credit  instrument  used  in  business  is 
the  trade  acceptance.  The  discussion  of  the  following  prob- 
lem will  assist  in  answering  these  questions:  How  do 
trade  acceptances  arise  in  business?  What  do  they  contain, 
and  in  what  form  are  they  written?  Wherein  do  trade 
acceptances  differ  from  promissory  notes,  and  wherein  are 
they  alike? 

Problem  1.  On  May  8,  193—,  Samuel  Frost,  in  business  at  285 
Nevins  Street,  Brooklyn,  N.  Y.,  bought  merchandise  totalling  $680.00 
from  Parker  &  Sloan,  located  at  Buffalo,  N.  Y.  Samuel  Frost  bought 
on  credit  and  had  ninety  days  in  which  to  pay.  He  agreed  with 
Parker  &  Sloan  to  give  them  his  written  promise  to  pay  $680.00  in 
ninety  days  after  sight.  Instead  of  writing  a  note,  Samuel  Frost 
agreed  to  accept  a  written  order  drawn  on  him  by  Parker  &  Sloan  to 
pay  in  ninety  days  the  sum  of  $680.00.  What  is  this  type  of  written 
order  called?  What  does  it  contain?  Why  was  it  given? 

The  credit  instrument  drawn  by  Parker  &  Sloan  on 
Samuel  Frost  is  called  a  trade  acceptance.  On  page  523  is 
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a  copy  of  the  trade  acceptance  drawn  by  Parker  &  Sloan 
to  their  own  order  upon  Samuel  Frost  and  accepted  by  the 
latter.  The  three  parties  in  the  trade  acceptance  are  the 
drawer  —  Parker  &  Sloan  —  the  one  who  drew  the  draft  (the 
seller)  ;  the  drawee  —  Samuel  Frost  —  the  one  on  whom  the 


./fei?48 


Samuel  Frost 


Buffalo.  Sew  York.       May  8. 


285  Hevina  St.,  Brooklyn,  H.Y. 

OurselTea 


Trade  Acceptance 

draft  is  drawn  (the  buyer)  ;  and  the  payee — "ourselves," 
meaning  Parker  &  Sloan — the  one  to  whose  order  the  draft 
is  drawn.  Upon  acceptance,  the  drawee,  Samuel  Frost, 
becomes  the  acceptor. 

The  trade  acceptance  prepared  and  mailed  to  Samuel 
Frost  after  the  goods  were  shipped  to  him  came  as  a  result 
of  the  purchase  of  goods  by  him  from  Parker  &  Sloan.  This 
point  must  be  clear  to  you:  that  a  trade  acceptance  arises 
only  out  of  a  purchase  of  goods.  As  we  examine  in  detail 
the  trade  acceptance  illustrated  above,  this  essential  char- 
acteristic will  be  even  clearer  to  you. 

Essential  Elements  of  a  Trade  Acceptance 

Now  let  us  proceed  to  find  out  what  a  trade  acceptance 
contains,  using  the  one  shown  above  as  an  illustration. 

1.  The  place  and  date  on  which  the  trade  acceptance  is 
drawn:   Buffalo,  N.  Y.,  May  8,  19 3-. 

2.  The  name  and  address  of  the  drawee :  Samuel  Frost, 
Brooklyn,  N.  Y. 

3.  The  time:  90  days  AFTER  SIGHT.     (The  date  of  matu- 
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rity  or  due  date  is  Aug.  7,  193-,  90  days  after  date  of 
acceptance,  May  9,  193-.) 

4.  PAY  TO  THE  ORDER  OF  Ourselves    (payee,  Parker  & 
Sloan). 

5.  The  amount  in  words : 

Si&lmndred  eighty^-g^ Dollars. 

6.  The  amount  in  figures :  $680.00. 

7.  The  sentences :  "The  obligation  of  the  acceptor  hereof 
arjises  out  of  a  purchase  of  goods  from  the  drawer.    The 
drawee  may  accept  this  bill  payable  at  any  bank,  banker,  or 
tjrpst  company  in  the  United  States  which  he  may  desig- 
nate/*   Note  that  these  two  sentences  are  required  on  the 
instrument  in  order  to  make  it  a  trade  acceptance. 

8.  The  signature  of  the  drawer,  in  the  right-hand  corner 
of  the  instrument:  Parker  &  Sloan,  by  A.  Student,  Atty. 

9.  The  acceptance,  in  the  lower  left-hand  corner,  con- 
sisting of  the  place  and  date  of  acceptance :  Brooklyn,  N.  Y., 
and  May  9,  193-,  after  the  words  "Accepted  at"  and  "on"; 
"Payable  at"  Public  Union  Bank,  location  of  the  bank,  172 
Fulton  Street,  Brooklyn,  N.  Y.;  and  the  buyer's  signature, 
Samuel  Frost. 

A  Practice  Problem 

Problem  2.  The  Stanley  Men's  Shop,  another  customer  of 
Parker  &  Sloan,  operated  a  men's  furnishing  store  at  167  Cleveland 
Street,  Chicago,  III.  On  June  25,  1 93-  they  purchased  goods, 
amounting  to  $275.75,  on  terms,  net  sixty-day  trade  acceptance. 
Parker  &  Sloan  drew  a  sixty-day  trade  acceptance  on  The  Stanley 
Men's  Shop,  dated  June  25,  193-  and  mailed  it  to  them.  The 
Stanley  Men's  Shop  wrote  its  acceptance,  as  of  June  27,  193—, 
payable  at  the  North  Side  Bank.  Write  the  trade  acceptance  used, 
and  test  your  knowledge  of  a  trade  acceptance  by  answering  these 
questions: 

1.  Give  the  names  of  the  drawer,  the  drawee,  and  the  payee. 

2.  What  is  the  date  when  the  trade  acceptance   is  drawn,   and 
the  date  when  accepted? 

3.  What  is  the  date  of  maturity? 

4.  What  words  show  that  it  is  a  trade  acceptance? 
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Note  that  a  promissory  note  is  a  promise  of  the  maker  to 
pay  the  payee  or  his  order  a  certain  sum  of  money  due  him, 
while  a  trade  acceptance  is  an  order  by  the  drawer  on  the 
drawee  to  pay  the  payee  or  his  order  a  sum  of  money  due 
the  drawer. 

Summary 

Trade  acceptances  are  orders  on  the  drawee  or  buyer  of 
merchandise,  drawn  by  the  drawer  or  seller,  to  pay  the 
payee  or  seller  for  merchandise  bought,  a  certain  sum  of 
money  at  a  certain  specified  or  determinable  date.  They 
are  prepared  at  the  time  of  the  purchase  of  goods,  and  indi- 
cate clearly  that  they  arise  out  of  the  purchase  of  goods  by 
the  drawee  from  the  drawer.  They  must  be  accepted  by 
the  drawee.  Promissory  notes  are  promises  to  pay;  trade 
acceptances  are  orders  to  pay. 

Business  Vocabulary 

trade  acceptance          characteristic  acceptor 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  Find  the  date  of  maturity  of  each  of  five  trade  acceptances 
drawn  by  Parker  &  Sloan  on  customers  and  accepted  by  them  as 
indicated  in  this  summary : 

Date  Date 

Trade  Acceptance  Trade  Acceptance      Time    (After  Sight)  Date 

Is  Drawn  Is  Accepted  of  Trade  Acceptance     of  Maturity 

(a)  Apr.  18,  193-  Apr.  20,  193-          60  days  ? 

(b)  Dec.  29,  193-  Dec.  30,  193-  2  months  ? 
(next  year  not 

a  leap  year) 

(c)  Oct.  27,  193-  Oct.  27,  193-  1  month  ? 

(d)  July  7,  193-  July  12,  193-  30  days  ? 

(e)  Mar.  19,  193-  Mar.  19,  193-  90  days  ? 

2.  During  the  month  of  May,  Parker  &  Sloan  received  vari- 
ous notes  from  customers.   They  also  received  a  number  of  trade 
acceptances  drawn  on  customers  and  accepted  by  them,  accord- 
ing to  the  following  schedule: 
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Date  of  Note 
or  Trade 
Acceptance 


Acceptance 
Date 


Time  of 

Instrument 

(After  Sight) 


1  month     ? 

60  days        ? 

3  months   ? 

90  days        ? 


Kind  of  Credit 
Instrument 

(1)  Trade  Accept- 

ance Aug.  30,  193-     Aug.  31,  193- 

(2)  Note  Nov.  29,  193- 

(3)  Note  Apr.  14,  193- 

(4)  Trade  Accept- 
ance Apr.  30,  193-     May  2,  193- 

(a)  What  is  the  date  of  maturity  of  each  ? 

(b)  If  credit  instruments  (1)  and  (4)  had  been  notes,  what 
would  have  been  the  dates  of  maturity? 

GROUP  II 

1.  On  September  15,  193-,  James   Cannon  purchased  goods 
from   Parker  &   Sloan,  amounting  to   $125,   terms  2/10,   n/30. 
Why  cannot  the  extension  of  credit  be  made  from  October  15, 
193-,  the  due  date  of  the  invoice,  in  the  form  of  a  trade  accept- 
ance? 

2.  A  trade  acceptance  arises  at  the  time  of  sale  or  purchase, 
while  a  promissory  note  may  at  times  be  given  at  the  time  pay- 
ment is  due  on  the  sale  or  purchase.   Which  of  the  two  credit  in- 
struments has  a  greater  value  for  "cashing"  or  "selling"  purposes 
before  maturity?  Why? 

3.  Upon  the   sale  of   merchandise   to   Charles   Dunmore  by 
Parker  &  Sloan,  the  latter  draw  a  trade  acceptance  payable  to 
themselves  or  their  order  on  the  former  for  the  amount  of  the 
sale.   Why  is  it  fair  to  permit  Parker  &  Sloan  to  transfer  this 
instrument  to  the  National  Manufacturing  Co.  to  pay  for  a  bill 
of  goods  that  they  owe  ?  Who  will  receive  payment  for  the  trade 
acceptance  at  date  of  maturity,  assuming  that  Charles  Dunmore 
accepted  it? 

4.  Parker  &  Sloan  keep  a  record  of  the  credit  instruments 
they  receive  in  a  "Note  Register."    Here  are  five  entries  taken 
from  this  record. 

Date  of  Note  or  Date  of        Time  of                      Date  of 

Trade  Acceptance  Acceptance  Instrument                 Maturity 

(1)  Sept.  24,  193-  Sept.  27,  193-    90  days  (after  sight)     ? 

(2)  Nov.  29,  193-  Nov.  30,  193-        3  months                       ? 
(next  year  is 

a  leap  year) 

(3)  Feb.   18,   193- 

(leap  year) 

(4)  Aug.  31,  193- 

(5)  May   15,  193-     May  22,  193- 


60  days  ? 

3  months  ? 

30  days  (after  sight)     ? 
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(a)  Copy  these  entries  and  find  the  dates  of  maturity  of  each. 

(b)  State  which  are  notes  and  which  trade  acceptances? 


LESSON  6 

RECEIVING   AND   MAKING   PAYMENTS:   OPENING   A 
CHECKING  ACCOUNT 

In  the  first  five  lessons  of  this  unit  you  have  been  con- 
sidering buying  and  selling  in  retail  and  in  wholesale  con- 
cerns on  a  cash  and  on  a  credit  basis.  You  have  learned 
that  purchases  and  sales  for  credit  feature  wholesale  buy- 
ing and  selling,  and  are  important  in  retail  buying  and 
selling.  How  are  all  these  goods  that  are  bought  and  sold 
on  credit  paid  for? 

Payments  for  purchases  and  sales  made  on  credit  are 
largely  in  the  form  of  checks.  The  wholesaler,  for  example, 
receives  checks  every  day  from  his  customers  to  pay  for 
merchandise  sold  to  them  on  credit.  The  wholesaler  in 
turn  pays  out  by  check  for  goods  that  he  buys  on  credit, 
and  for  service,  supplies,  and  equipment.  The  retailer  re- 
ceives payment  in  money  (bills  and  coins)  to  a  much  larger 
extent,  and  occasionally  receives  checks.  Very  often  the 
retailer  issues  checks  for  merchandise  purchased,  for  rent, 
for  supplies,  etc. 

In  short,  the  wholesaler  and  the  retailer  handle  checks 
so  frequently  in  making  and  receiving  payments,  that  they 
are  confronted  with  the  need  of  keeping  an  account  with 
some  local  commercial  bank  that  offers  checking  facilities. 

In  a  series  of  lessons,  we  shall  work  out  a  complete  check- 
ing cycle,  which  includes  the  following  steps:  opening  of 
the  checking  account,  drawing  against  the  checking  account, 
finding  the  check  book  balance,  preparing  and  making  addi- 
tional deposits,  operating  the  check  book,  making  of  en- 
dorsements, tracing  the  course  of  a  check,  reconciling  the 
check-book  balance  and  the  bank  balance. 
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Opening  a  Checking  Account 

Problem  1.  Walter  Taylor  has  moved  his  wholesale  dry  goods 
business  to  a  different  section  of  the  city.  He  is  now  located  at 
125  West  52nd  Street,  New  York  City.  It  is  no  longer  convenient 
for  him  to  keep  his  checking  account  in  his  former  bank,  and  he 
decides  on  September  I,  1 93-,  to  open  a  new  account  with  the 
Gotham  Bank  &  Trust  Company,  located  at  1630  Broadway,  near 
West  52nd  Street,  New  York  City.  How  is  the  new  account  opened? 

The  following  dramatization  gives  Walter  Taylor's  actual 
interview  with  Mr.  Morgan,  the  manager  of  the  Gotham 
Bank  &  Trust  Company,  for  the  purpose  of  opening  a  check- 
ing account  at  that  bank. 


SCENE  : 


UNIFORMED 
ATTENDANT 

MR.  TAYLOR 

UNIFORMED 
ATTENDANT  ; 


MR.  MORGAN 


MR.  TAYLOR 


Opening  a  Checking  Account 

The  interior  of  the  Gotham  Bank  &  Trust 

Company. 

(WALTER  TAYLOR  enters  the  bank) 

(Greeting  Mr.   Taylor)    Is  there   anything 
we  can  do  for  you,  sir? 

I  wish  to  open  a  checking  account. 

Enter  that  office,  please.  (Pointing  to  the 
manager's  office.)  Our  manager,  Mr.  Mor- 
gan, will  take  care  of  you. 
(Walter  Taylor  enters  the  manager's  office. 
See  picture  on  page  529.  The  manager  is 
seated  at  his  desk.) 

Good  morning,  sir,  won't  you  be  seated? 
(Points  to  a  chair  next  to  the  desk.  Walter 
Taylor  sits  down.  He  observes  Mr.  Morgan's 
name  plate  on  the  desk  and  thus  verifies  the 
fact  that  the  manager,  Mr.  Morgan,  is  greet- 
ing him.) 

Good  morning,  Mr.  Morgan.   I  am  Mr.  Tay- 
lor. 
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MR.  MORGAN:  What  can  I  do  for  you,  Mr.  Taylor? 

MR.  TAYLOR:  Your  bank  has  been  recommended  to  me  by 
a  number  of  people  and  I  decided  to  keep 
my  business  account  with  your  bank. 


Courtesy:    National  City  Bank  of 

Bank  Interior  and  Manager's  Office 


ork 


AUTHORIZED  SIGNATURES  OF 


ACCOUNT  FORMERLY  WI 


*^£&™^*^^4&*. 


BANK  AND  TRUST  Co. 


WEST  52ND  STREET  BRANCH 


Bank  Signature  Card 

MR.  MORGAN  :  Very  good,  Mr.  Taylor.  Have  you  a  checking 
account  in  another  bank? 
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MR.  TAYLOR:  Yes.  At  the  present  I  am  banking  with  the 
Guardian  Bank  &  Trust  Co.,  but  I  am  obliged 
to  find  a  bank  more  conveniently  located. 
You  see,  I  moved  my  business  to  this  section 
of  the  city,  125  West  52nd  Street. 

MR.  MORGAN  :  I  can  readily  understand  that  you  would 
want  a  bank  much  nearer  to  your  place  of 
business.  By  the  way,  you  haven't  told  me 
what  business  you  are  in. 

MR.  TAYLOR:    In  the  wholesale  dry  goods  business. 

MR.  MORGAN  :  May  I  know  how  long  you  have  had  an  ac- 
count with  the  Guardian  Bank  &  Trust  Co.? 
I  am  sorry  to  trouble  you  with  all  these 
questions,  but  you  can  see  the  reason  why 
we  must  know  something  about  our  clients. 

MR.  TAYLOR  :  That's  perfectly  all  right.  Our  account  with 
the  Guardian  Bank  &  Trust  Co.  has  been 
carried  for  over  three  years,  and  all  our 
business  relations  have  been  mutually  pleas- 
ant and  satisfactory.  I  regret  very  much  to 
be  obliged  to  close  out  our  account  with 
them. 

MR.  MORGAN  :  May  I  inform  you  that  we  require  all  our 
clients  to  carry  an  average  daily  balance  of 
$200? 

MR.  TAYLOR:  We  can  take  care  of  that  easily,  as  we  keep 
a  much  larger  amount  on  deposit  at  any 
time. 

MR.  MORGAN  :  That  is  most  satisfactory.  Will  you  please 
write  your  signature  on  this  signature  card, 
just  as  you  will  have  it  on  checks  that  you 
issue? 

(Walter  Taylor  signs  the  signature  card  on 
the  line  marked  "Signature."  The  manager 
proceeds  to  fill  in  the  rest  of  the  information 
on  the  card.  See  illustration,  page  529.  He 
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prints  the  name  WALTER  TAYLOR  on  the  line 
beneath  Mr.  Taylor's  signature.) 

MR.  MORGAN  :  Your  business   address   is    125   West   52nd 
Street,  I  believe. 

(Mr.  Taylor  nods.    The  manager  ivrites  125 
West  52nd  Street,  New  York,  N.  Y.) 
And  you  are  in  the  wholesale  dry  goods  busi- 
ness? 

(Mr.  Taylor  nods  again,  and  the  manager 
writes  wholesale  dry  goods.) 
Your  telephone  number,  please? 
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Alt  items,  not   payable  at  this  office,  and  relative  documents,  are 
received  only  for  transmission  at  your  risk  by  mail  or  other  means, 
and,  without  liability  to  us,  may  be  routed  directly  or  circuitously 
through   any   of   our   branches   or  correspondents   subject  to   their 
regulations,  or  be  sent-  directly  to  the  drawee  or  maker  or  paying 
agent,  for  payment  in  any  case  in  cash,  credit  to  the  transmitting 
bank,  or  draft  or  certification  of  the  drawee,  maker,  paying  or  other 
bank,  all  without  responsibility  on  our  part  for  any  act,  neglect  or 
default  of  any  correspondent,  agent  or  sub-agent. 
Credited  items  may  be  charged  back  at  any  time  prior  to  receipt 
of  full  payment  in  cash  at  this  office. 
GOTHAM  BANK  AND  TRUST  Co. 

Deposit  Ticket 
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MR.  TAYLOR:    VAnderbilt  3-2590. 

MR.  MORGAN  :  (Repeats  as  he  writes) 

VAnderbilt  3-2590.    Your  account  formerly 
was  with  the  Guardian  Bank  &  Trust  Co.? 
(Mr.  Taylor  nods  and  Mr.  Morgan  writes 
Guardian  Bank  &  Trust  Co.,  and  fills  in  date 
account  is  opened,  Sept.  1,  19 3-.) 
What  is  your  first  deposit,  Mr.  Taylor? 
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Pass  Book 

MR.  TAYLOR:    $800.  A  check  for  $650.00  and  $150  in  bills. 

(Writes  check  to  order  of  Gotham  Bank  & 

Trust  Co.  for  $650,  counts  $150  in  bills,  and 

hands  both  to  the  manager.) 
MR.  MORGAN  :  I  shall  make  out  your  deposit  ticket  this 

time. 

(Illustration  on  page  531.) 

(He  speaks  as  he  writes.) 

Bills  $150  —  (Counts  them)  —  checks  $650, 

total  $800. 

(Proceeds  to  fill  out  bank  pass  book.  Writes 

name  WALTER  TAYLOR  in  space  at  top  of 

inside  of  pass  book,  and  records  the  deposit 

as  folloivs:  September  1,  193-,  H.  M.  [his 

initials]  $800.) 
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Here  is  your  bank  pass  book,  Mr.  Taylor, 
some  additional  deposit  slips,  and  a  large- 
sized  check  book,  three  checks  to  the  page. 
(See  model  of  bank  pass  book  on  page  532 
and  model  of  check  book  on  page  537.)  Is  that 
satisfactory,  Mr.  Taylor? 

MR.  TAYLOR:    Yes,  that  will  do  very  well. 

MR.  MORGAN  :  Later  on,  if  you  choose,  we  can  have  a  check 
book  printed  to  order,  with  your  name  and 
address  printed  on  each  check.  We  shall  be 
pleased  to  give  you  this  additional  service 
as  well  as  any  other.  I  hope  we  shall  please 
you  at  all  times. 

MR.  TAYLOR  :    I  know  that  you  will.  Good  day,  Mr.  Morgan. 

MR.  MORGAN  :  Thank  you.  Good  day.   (Exit) 

Summarizing  the  Interview  Just  Dramatized 

You  observed  in  the  above  dramatization  that  in  opening 
a  checking  account  at  a  commercial  bank,  the  following 
steps  were  followed : 

1.  A  number  of  questions  relating  to  the  depositor's 
business  reputation  were  asked  by  the  bank  manager  giving 
the  interview. 

2.  The  signature  card  was  filled  out  by  the  manager,  the 
depositor  writing  his  signature  thereon. 

3.  The  cash  (check  and  bills)  to  be  deposited  was  handed 
to  the  manager. 

4.  The  deposit  slip  was  prepared  by  the  bank  official. 

5.  A  bank  pass  book,  with  the  depositor's  name  and  an 
entry  for  the  first  deposit,  was  prepared  and  given  to  the 
depositor. 

6.  The  depositor  was  given  a  large-sized  check  book  and 
an  additional  supply  of  deposit  slips. 

7.  The  depositor  was  promised  a  check  book  made  to 
order  with  the  name  and  address  of  the  concern  printed  on 
each  check. 
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Further  Study  of  the  Method  of  Opening  a  Checking  Account 

Answer  these  questions  to  satisfy  yourself  that  you  un- 
derstand how  and  why  a  checking  account  is  opened. 

Of  what  advantage  is  it  to  the  bank  to  get  Mr.  Taylor's 
account?  (It  earns  money  or  interest  on  balances  left  in 
the  account.)  What  benefits  will  Mr.  Taylor  derive?  (He 
gets  checking  and  other  banking  services.)  Why  did  the 
manager  ask  Mr.  Taylor  all  the  questions  before  starting  to 
fill  out  the  signature  card?  What  information  was  placed 
on  the  signature  card?  Why  was  a  deposit  slip  prepared? 
Why  did  the  manager  enter  the  first  deposit?  Where?  Why 
was  the  depositor  given  a  check  book?  Why  was  he  prom- 
ised a  check  book  printed  with  the  name  and  address  of  his 
firm  on  each  check  ? 
Summary 

Checks  are  frequently  used  in  receiving  and  making 
payments.  The  keeping  of  a  checking  account  in  a  commer- 
cial bank  is  of  mutual  advantage  to  the  bank  and  to  the 
depositor.  The  former  earns  money  on  balances  left  on 
deposit,  while  the  latter  gets  the  benefit  of  checking  and 
other  banking  services.  The  preparation  of  the  signature 
card,  with  the  signature  of  the  depositor,  is  the  first  step  in 
opening  a  checking  account.  The  filling  out  of  a  deposit  slip, 
the  handing  of  cash  to  the  bank  manager,  the  entering  of 
the  deposit  in  the  bank  pass  book,  the  receiving  of  the  pass 
book  and  check  book  are  the  other  steps  involved  in  the 
process, 
Business  Vocabulary 

interior  average  satisfactory 

verifies  depositor  client 

relations 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  The  cashier  of  the  Gotham  Bank  &  Trust  Co.  opened  ac- 
counts for  three  new  depositors,  each  of  whom  made  a  deposit  as 
follows : 
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Depositor  No.  1  Depositor  No.  2   Depositor  No.  3 

Bills                        $145.00  $285.00  $88.00 

Coins                          36.00  16.25 

Checks                       76.40  395.60  109.80 

205.90  7.80  76.67 

89.75  568.75  139.90 

9.50  77.90  25.00 

396.60  250.00  96.70 


Total  $ $ $ 

(a)  What  is  the  amount  entered  in  the  pass  book  as  the  first 
deposit  for  each  depositor? 

(b)  How  much  above  the  minimum  of  $200  required  to  open 
the  account  is  each  of  the  first  deposits? 

2.  The  Gotham  Bank  &  Trust  Co.  numbered  its  new  accounts 
in  succession.  On  a  Monday  the  first  new  account  started  with 
6579.  How  many  new  accounts  were  opened  on  Monday,  on  Tues- 
day, and  on  Wednesday  if  the  last  number  used  each  day  was: 
Monday,  6597;  Tuesday,  6605;  Wednesday,  6633?  How  many  in 
the  three  days? 

GROUP  II 

1.  Thomas  Evans,  a  wholesale  dealer  in  carpets,  rugs,  and 
linoleum,  came  into  the  Guardian  Bank  &  Trust  Co.  to  open  an 
account.    Why  might  the  manager  ask  Mr.  Evans  for — 

(a)  Written  or  oral  recommendations  from  business  concerns 
that  have  had  dealings  with  him? 

(b)  A  written  statement  about  his  account  in  a  former  bank? 

(c)  Personal  recommendations  from  other  depositors? 

(d)  A  minimum  deposit  of  $500? 

2.  Thomas  Benton,  a  wholesale  shoe  dealer,  in  business  at  69 
White  Street,  City,  decided  to  transfer  his  bank  account  from 
the  Hamilton  Bank  to  the  Chatham  Bank  &  Trust  Co.,  located  at 
135  Seventh  Avenue,  City.    His  first  deposit  consisted  of  $275 
in  bills,  $35  in  coins,  and  the  following  checks:  $650.80,  $13.25, 
$177.00,  $68.80,  $359.65,  and  $86.70. 

(a)  Demonstrate  the  steps  followed  in  opening  this  account, 
using  all  the  printed  forms  required,  if  possible. 

(b)  What  reason  or  reasons  may  have  caused  Mr.  Benton  to 
change  his  bank? 

3.  The  firm  of  Slocum  and  Gibbs  have  a  checking  account  in 
the  West  Side  Bank,   Cleveland,  Ohio.    They  decide  to  open  a 
second  account  in  the  Cleveland  Bank  &  Trust  Co. 
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(a)  Why  did  the  firm  open  two  checking  accounts? 

(b)  What  confusion  may  arise  because  of  their  having  two 
accounts  instead  of  one? 

4.  A  numerical  list  of  new  depositors  is  kept  by  the  West  Side 
Bank,  so  that  each  new  depositor's  account  is  numbered  in  suc- 
cession. The  last  number  used  on  a  Saturday  was  12659.  On 
each  of  the  days  of  the  following  week  the  last  account  was  num- 
bered as  follows:  Monday,  12701;  Tuesday,  12720;  Wednesday, 
12753;  Thursday,  12798;  Friday,  12823;  Saturday,  12839. 

(a)  What  was  the  number  of  new  accounts  opened  each  day? 

(b)  What  was  the  total  number  of  new  accounts  for  the  week? 

(c)  Using  an  "internal"  check,  show  how  you  can  prove  your 
answer  to  (b). 


LESSON  7 
DRAWING  AGAINST  THE  CHECKING  ACCOUNT 

In  the  preceding  lesson  we  observed  how  Walter  Taylor 
opened  a  checking  account  in  the  Gotham  Bank  &  Trust  Co., 
made  an  initial  deposit  of  $800,  and  received  a  pass  book,  a 
check  book,  and  deposit  slips  from  the  manager.  In  this 
lesson  we  shall  see  what  Mr.  Taylor  does  with  the  check 
book  he  received. 

Recording  the  First  Deposit 

Let  us  look  at  the  first  page  of  the  check  book,  which  is 
illustrated  on  page  537,  and  note  the  entry:  9/1/193-  de- 
posit $800  made  therein  by  the  cashier  when  Mr.  Taylor 
returned,  gave  him  the  books  and  deposit  slips,  and  asked 
him  to  start  the  record.  Why  did  the  cashier  record  the 
deposit  in  the  check  book?  (Some  cashiers  prefer  to  keep 
the  record  of  bank  deposits  on  the  reverse  side  of  the  check 
stub  rather  than  on  the  front  side.) 

Issuing  Checks 

Problem  1.  The  cashier  of  Walter  Taylor  is  instructed  to  write 
out  three  checks;  one  to  pay  the  Imperial  Realty  Co.  for  Septem- 
ber's rent,  $225;  another  to  the  order  of  the  Consolidated  Union 
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Electric  Co.  for  a  deposit,  $50;  and  a  third  for  $85.75  to  the  order 
of  George  Whalen  for  installing  shelves.  The  checks  were  prepared, 
and  Walter  Taylor  was  asked  to  sign  them.  Exactly  how  did  the 
cashier  write  these  checks? 

The  Stub  Record.  The  stub  record  and  check  No.  1  shown 
on  page  537  were  both  prepared  by  the  cashier. 

Examining  the  stub  record,  we  see  that  it  contains  the 
following  information: 

1.  The  check  number:  No.  1. 

2.  The  date:  September  1,  193-. 

3.  The  payee's  name:  Imperial  Realty  Co. 

4.  The  amount  (in  the  money  column  to  the  right  of  the 
stub)  :  $225.00. 

5.  The  reason  for  issuing  the  check :  Paid  rent  for  Sep- 
tember, 19  3-. 

Remember  that  the  check  stub  is  prepared  before  the 
check  is  written.  Why? 

The  Check  Itself.  The  check  contains  the  following 
items : 

1.  The  number  of  the  check:  1,  written  after  the  printed 
word  No 

2.  The  date  of  the  check,  September  1,  19 3-,  after  the 
printed  words,  NEW  YORK,  N.  Y. 

3.  The  name  of  the  Payee,  Imperial  Realty  Co.,  after 
the  printed  words  PAY  TO  THE  ORDER  OF. 

4.  The  amount  (face)  of  the  check  in  figures,  $225  — 
after  the  $  sign. 

5.  The  amount  of  the  check  in  words,   Two  Hundred 
Twenty-five  -ff^ DOLLARS. 

On  the  line  in  the  lower  right-hand  section  of  the  check 
is  Mr.  Walter  Taylor's  signature.  This  signature  is  written 
in  the  same  way  as  the  one  on  the  signature  card  filed  with 
the  bank.  Note  that,  in  addition  to  the  information  filled  in, 
the  name  and  address  of  the  bank  and  other  necessary  items 
are  printed  on  the  check. 
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We  should  understand  that  there  are  three  parties  men- 
tioned in  check  No.  1  just  examined,  viz.,  the  drawer, 
Walter  Taylor;  the  drawee,  Gotham  Bank  and  Trust  Co., 
the  payee,  Imperial  Realty  Co.  What  other  written  instru- 
ment that  you  studied  before  involved  three  parties  ?  What 
words  in  the  check  make  it  negotiable  or  transferable  by 
the  Imperial  Realty  Co.  to  some  other  party?  Name  three 
negotiable  instruments  that  you  have  learned  thus  far. 

A  slightly  different  form  of  a  check  than  the  one  used 
by  Walter  Taylor  is  sometimes  used  in  business.  This  is 
called  a  voucher  check  because  it  indicates  on  the  face  or 
back  of  the  check  the  purpose  for  which  the  check  is  issued, 
and  serves  as  a  "voucher"  or  "receipt"  for  having  paid  a 
definite  bill. 

Practice  in  Writing  Checks.  We  will  now  prepare  checks 
number  two  and  three,  for  the  cashier  of  Walter  Taylor, 
remembering  to  write  the  stub  record  first.  The  cautions 
followed  in  writing  promissory  notes  apply  equally  as  well 
to  writing  of  checks.  After  completing  the  two  checks,  they 
will  be  compared  with  checks  No.  2  and  No.  3  shown  in  the 
model  check  book  on  page  537. 

Questions  Regarding  Checks 

What  item  is  not  required  in  a  check  though  advisable? 
Why  must  a  check  be  written  in  ink  or  in  indelible  pencil? 
Who  are  the  three  parties  in  checks  2  and  3?  Compare 
your  last  answer  with  this : 

Party  Check  No.  2  Check  No.  3 

Drawer         Walter  Taylor  Walter  Taylor 

Drawee         Gotham  Bank  &  Trust     Gotham  Bank  &  Trust 

Co.  Co. 

Payee  Consolidated  Union         George  Whalen 

Electric  Co. 

Why  is  it  a  good  plan  to  have  the  amount  or  face  both  in 
figures  and  in  words  on  checks  and  other  negotiable  instru- 
ments? A  bank  that  passes  a  check  where  there  is  some 
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doubt  about  the  amount  written  in  figures  pays  the  amount 
written  in  words.  Why  will  a  bank  not  pay  out  on  a  check 
that  has  erasures  ?  Why  must  we  remember  to  write  checks 
legibly  and  accurately?  Do  the  checks  just  written  remain 
in  the  check  book?  If  not,  then  what  is  done  with  them? 

Check- Writing  Machines 

It  is  possible  that 
checks  written  in  long- 
hand may  be  altered 
and  the  amount  raised, 
particularly  if  the  writ- 
er is  careless  in  leaving 
spaces  between  printed 
items  and  written  ones. 
To  prevent  changes  in 
any  item  specially  man- 
ufactured paper  that 
shows  up  alterations  is 
used  in  the  printing  of 
check  books.  A  more 
effective  device  for 

avoiding  alterations  is  the  use  of  check-writing  machines. 

Above  is  an  illustration  of  a  check  being  printed  on  the 

check  writer. 

Summary 

One  method  of  entering  a  deposit  on  the  check-book  stub 
is  to  place  it  in  the  column  to  the  left  of  the  stub.  Another 
method  is  to  keep  a  record  of  it  on  the  back  of  the  stub. 
In  drawing  against  his  checking  account,  the  depositor,  first, 
fills  out  the  stub  record  in  the  check  book  received  from  the 
bank.  Next,  the  depositor  fills  out  the  blank  check  attached 
to  the  stub,  detaches  the  check,  and  turns  it  over  to  the  one 
he  wishes  to  pay.  The  stub  record  shows  the  number,  the 
date,  the  payee,  the  amount  (in  the  column  to  the  right) ,  and 
the  purpose  of  the  check.  The  check  itself  contains  the  num- 
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ber,  the  date,  the  payee,  the  amount  in  figures  and  in  words, 
and  the  signature  of  the  depositor.  A  check  has  three  par- 
ties: the  drawer  (the  depositor)  who  issues  the  check  to  be 
paid  from  his  account;  the  drawee  (the  bank)  that  honors 
or  pays  the  check;  the  payee  (the  party  whose  name  is  writ- 
ten after  words,  Pay  to  the  Order  of)  who  receives  payment 
on  the  check  or  who  transfers  it  to  another  party.  Check- 
writing  machines  help  to  prevent  the  alteration  of  the 
amount  on  a  check. 

Business  Vocabulary 

entry  essential  deposit 

erasures  alteration  illegible 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  Charles  Jameson  started  a    checking  account  to   use  for 
home  purposes.    His  initial  deposit  was  $350.    During  the  first 
week  he  issued  the  following  checks:  No.  1 — $58,  No.  2 — $4.40, 
No.  3— $45,  No.  4— $3.25,  No.  5— $25.70. 

(a)  Find  the  total  of  checks  issued. 

(b)  How  much  above  the  $200  minimum  has  Mr.   Jameson 
still  on  deposit? 

2.  (a)   The  firm  of  Fraser  &  Nichols  opened  a  checking  ac- 
count in  the  Empire  Bank  with  the  following  deposit:   Bills — 
$360 ;  coins— $65 ;  Checks— $309.80,  $37.00,  $158.90,  $7.75,  $69.50, 
$248.00. 

(1)  What  was  the  total  of  the  deposit? 

(2)  How  much  above  the  $500  minimum  was  deposited? 
(b)   During  the  day,  the  firm  of  Fraser  &  Nichols  issued  these 

checks:  No.  1— $75.90,  No.  2— $328.30,  No.  3— $150,  No.  4— 
$29.95,  No.  5— $8.50,  No.  6— $240.80. 

(1)  What  is  the  total  of  checks  drawn  during  the  day? 

(2)  How  much  of  a   deposit  must  be  made  to  bring  the 
amount  in  the  account  up  to  the  minimum  of  $500? 

GROUP  II 

1.  Charles  Jameson's  place  of  business  and  his  residence  are 
in  different  sections  of  the  city.  He  has  a  business  checking 
account  at  a  bank  located  near  his  place  of  business.  He  decided 
to  open  another  checking  account  in  a  bank  near  his  home. 
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(a)  Why  did  Mr.  Jameson  decide  to  open  the  account  in  the 
bank  near  his  home? 

(b)  Assuming  that  his  second  account  is  used  for  home  pur- 
poses only,  what  kind  of  expenditures  does   he  expect  to  meet 
through  this  checking  account? 

(c)  For  what  other  purposes  would  he  issue  checks  on  his 
business  account? 

(d)  Which  account  would  be  more  active,  with  more  deposits 
and  more  checks  issued  ?   Why  ? 

(e)  In  writing  his  signature  on  checks  either  at  home  or  in 
business,  of  what  must  he  be  careful? 

2.  W.  Norton  &  Sons,  wholesale  dealers  in  hardware,  opened 
an  account  in  the  North  Side  Bank,  City,  on  July  1,  193-,  with 
the  following  deposit:  Bills — $150;  Coins — $75;  Money  orders — 
$38;  Checks— $99.50,  $480.75,  $6.80,  $236.25,  $44.00,  $309.50, 
$558.00,  $197.60.  On  July  2,  193-,  three  checks  were  issued  as 
follows : 
Check  No.  1-favor  Standard  Equipment  Co.,  desks  and 

chairs    $109.50 

Check  No.  2-favor  Rialto  Printing  Co.,  stationery. 36.95 

Check  No.  3-f avor  Stuart  Realty  Co.,  July  rent 275.00 

(a)  How  much  above  the  minimum  of  $1000  required  by  the 
bank  was  deposited  on  July  1,  193- ? 

(b)  Why  does  the  North  Side  Bank  require  a  minimum  deposit 
of  $1000,  when  the  minimum  required  by  most  banks  is  $200? 

(c)  Prepare  the  stubs  and  checks  for  the  three  checks  issued, 
signing  each  check  as  follows : 

W.  Norton  &  Sons 

by  A.  Student,  Atty. 

(d)  What  reason  may  be  given  by  W.  Norton  &  Sons  for  not 
issuing  checks  on  July  1  ? 

(e)  How  much  above  the  minimum  is  on  deposit  after  issuing 
the  three  checks? 


LESSON  8 
HOW  TO  FIND  THE  CHECK-BOOK  BALANCE 

Various  Methods  of  Finding  the  Daily  Balance 

Three  checks  have  been  drawn  and  issued  by  the  cashier 
of  Walter  Taylor.   He  is  faced  with  the  problem  of  finding- 
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the  check-book  balance  at  the  end  of  the  day,  September 
1,  193-.  How  does  he  obtain  the  check-book  balance? 

The  problem  at  this  point  is  a  very  simple  one,  but  will 
grow  a  little  more  difficult  as  he  continues  to  issue  more 
checks  and  make  more  deposits.  He  notes  that  the  three 
checks  issued,  as  shown  on  the  model  check-book  stub,  page 
537,  are  for  $225,  $50,  and  $85.75  respectively.  He  adds 
the  three  amounts  together,  and  places  the  total,  $360.75, 
at  the  bottom  of  page  1  of  the  stub  record.  Mentally  he  sub- 
tracts the  $360.75  from  the  $800,  shown  to  the  left  of  page 
1  of  the  stub,  and  arrives  at  the  check-book  balance  at  the 
close  of  business  September  1,  19 3-,  as  $439.25.  He  veri- 
fies the  balance  found  by  performing  the  computation  on  a 
separate  sheet  of  paper. 

Notice  that  the  total  of  checks  1,  2,  and  3  is  placed  at  the 
bottom  of  the  page  and  that  this  total  of  $360.75  is  carried 
forward  to  the  top  of  page  2  and  placed  in  the  money  col- 
umn to  the  right  of  the  stub.  Sometimes  the  words  "brought 
forward"  are  placed  before  the  amount  on  the  latter  page 
to  indicate  the  forwarding  that  has  been  done. 

In  the  stub  record  that  the  cashier  of  Walter  Taylor  kept 
the  daily  balance  is  not  shown,  as  it  can  easily  be  obtained. 
However,  other  methods  of  keeping  the  stub  record  of  de- 
posits and  withdrawals  are  often  used.  For  example,  the 
deposit  may  be  recorded  in  the  same  money  column  as  the 
checks  issued,  and  each  check  amount  as  it  is  recorded  on 
the  stub  record  subtracted  from  the  total  on  deposit,  thus 
giving  constantly  the  check-book  balance  to  be  carried  for- 
ward. This  method  is  often  used  by  private  individuals 
who  use  small-sized  check  books  (one  check  on  a  page). 
Business  people  find  this  method  inconvenient  and  a  waste 
of  time.  A  slight  variation  of  the  second  method  is  used 
by  some  people.  It  consists  of  adding  the  three  checks 
together,  subtracting  the  total  from  the  total  of  the  de- 
posit column,  writing  the  balance  at  the  bottom  of  the  page, 
and  carrying  the  balance  forward  to  the  next  page. 
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Preparing,  Making,  and  Recording  Additional  Deposits 

As  you  have  learned,  Walter  Taylor  receives  checks  from 
customers  in  payment  of  bills  due  him.  He  is  also  paid  by 
customers  in  money  (bills  and  coins),  or  by  money  orders. 
These  cash  receipts,  consisting  of  checks,  currency,  and 
money  orders,  are  usually  deposited  each  day  during  bank- 
ing hours.  Our  next  situation  will  give  practice  in  (1)  pre- 
paring the  deposit,  (2)  making  the  deposit,  and  (3)  re- 
cording the  deposit. 

Situation  No.  1.  The  cashier  of  Walter  Taylor  received 
in  the  nine  and  one  o'clock  mails,  September  2,  193-,  three 
checks  from  customers  as  follows: 

1.  Charles  Sprague  &  Sons,  $258.60  for  invoice  Aug.  23 
less  3%. 

2.  Roland  &  Co.,  $95.75,  for  invoice  July  3,  net. 

3.  Watson,  Daly  &  Charles,  $308.50,  for  invoice  Aug.  22, 
less  3%. 

On  two  cash  sales  made  early  in  the  day,  $45  in  bills  and 
$2.50  in  specie  were  obtained. 

Preparing  the  Deposit  Slip.  Study  again  the  deposit  slip 
prepared  by  the  bank  manager  for  Mr.  Taylor's  first  de- 
posit (see  page  531)  and  on  a  blank  deposit  slip,  similar  to 
one  of  those  received  by  Mr.  Taylor  when  he  opened  his 
checking  account,  fill  out  the  items  required : 

1.  The  date  of  the  deposit,  Sept.  2,  19 3-. 

2.  After  the  printed  words,  DEPOSITED  BY,  Walter  Tay- 
lor. 

3.  After  the  printed  word,  BILLS,  45  in  the  proper  col- 
umns. 

4.  After  the  printed  word,  SILVER,  2.50  in  the  proper 
columns. 

5.  To  the  right  of  the  word,  CHECKS,  list  separately  the 
amount  of  each  check,  one  under  the  other,  258.60,  95.75, 
308.50,  using  the  proper  columns. 

6.  At  the  bottom  of  the  slip  after  TOTAL,  place  the  sum 
of  the  five  figures,  710.35. 
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Endorsing  the  Checks  to  Be  Deposited.  Before  the  checks 
were  turned  over  to  the  office  clerk  for  deposit,  they  had 
to  be  endorsed.  This  was  done  by  Walter  Taylor  by  writ- 
ing on  the  back  of  each  check  the  following  endorsement : 


Pay  to  the  order  of  the 

Gotham  Bank  &  Trust  Company 

Walter  Taylor 


Later  this  endorsement  was  stamped  by  the  cashier  himself 
by  means  of  a  rubber  stamp.  Why  is  Walter  Taylor's  per- 
sonal ivritten  endorsement  not  necessary?  In  the  next 
lesson,  you  will  learn  the  meaning  and  use  of  this  and  of 
other  endorsements. 

Taking  the  Deposit  to  the  Bank.  The  office  clerk  now 
received  the  checks,  the  money,  the  deposit  slip,  and  the 
bank  pass  book  from  the  cashier  and  took  them  to  the 
Gotham  Bank  &  Trust  Co.  The  receiving  teller,  after  check- 
ing the  money  and  the  endorsements,  entered  the  amount 
of  the  deposit  in  the  bank  pass  book.  The  second  entry  in 
the  pass  book  then  was  Sept.  2,  193-  M.  H.  R.  $710.35.  When 
would  the  office  clerk  prepare  a  duplicate  copy  of  the  deposit 
slip  and  have  it  receipted  at  the  bank  by  the  receiving 
teller? 

Recording  the  Deposit  in  the  Check-Book  Stub.  Upon  the 
office  clerk's  return  to  the  office  the  pass  book  was  given  to 
the  cashier  who  made  a  record  of  the  amount  of  the  deposit 
and  the  date  in  the  column  to  the  left  of  page  two  of  the 
stub,  directly  under  the  deposit  of  Sept.  1.  Look  at  the 
check-book  stubs  on  page  546  for  the  proper  method  of  re- 
cording the  second  deposit.  Some  firms  follow  the  practice 
of  entering  the  deposit  in  detail  on  the  back  of  the  stub 
before  the  deposit  is  made.  They  record  the  names  of  cus- 
tomers with  the  amount  of  each  check  sent  by  them.  What 
is  the  advantage  of  this  method  of  recording  the  deposit? 
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Finding  the  Check-Book  Balance  During  the  Month 

During  the  course  of  the  day  six  checks  were  issued  by 

the  cashier  of  Walter  Taylor.   The  stub  record  on  this  page 

shows  how  the  entry  of  these  six  checks  was  made.  Observe 

carefully  the  forwarding  from  page  1  to  2,  and  from  page 

PAGE  1  PAGE  2  PAGE  3 


Stub  Record  of  Model  Check  Book 

2  to  3,  of  the  total  of  checks  1,  2,  3,  4,  5,  6  on  page  2,  of 
checks  1-9  inclusive  on  page  3,  respectively.  To  find  the 
check-book  balance,  note  the  additional  step  required  be- 
yond the  simple  procedure  shown  earlier  in  the  lesson.  The 
two  deposits  of  September  1  and  2  are  added.  This  may  be 
done  on  a  separate  slip  of  paper  or  shown  in  small  lead- 
pencil  figures  (pencil-footing)  on  the  check-book  stub.  The 
total  of  $1510.35  is  shown  on  our  model  stub  record.  From 
this  total,  the  total  of  checks  1-9  inclusive,  $871.20,  shown 
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at  top  of  page  4  (see  page  559) ,  is  subtracted  (on  a  separate 
slip  of  paper  or  mentally  preferably).  The  difference, 
$639.15,  is  the  check-book  balance  at  the  end  of  Septem- 
ber 2. 

Finding  the  Check-Book  Balance  at  the  End  of  the  Month 

At  any  other  time  during  the  month  the  cashier  may  find 
the  balance  in  the  checking  account  by  first  adding  the 
deposits  as  recorded  to  the  left  or  on  the  back  of  the  stub, 
and  next  subtracting  therefrom  the  total  -of  the  checks 
issued  to  date,  as  carried  forward  from  the  last  written 
page  of  the  stub.  To  find  the  check-book  balance  at  the  end 
of  the  month,  the  same  method  will  be  used.  At  the  end  of 
October  (this  applies  to  any  month  as  will  be  explained  in 
a  later  lesson) ,  the  balance  on  hand  at  the  end  of  September 
will  be  added  to  October's  deposits,  and  the  total  of  checks 
issued  during  October  subtracted,  in  order  to  find  the  check- 
book balance  on  October  31. 

Summary 

The  keeping  of  the  checking  account  involves  the  record- 
ing of  deposits  made  and  of  checks  issued,  and  the  finding 
of  the  check-book  balance.  The  deposit  slip  or  ticket  accom- 
panies the  bills,  coins,  checks,  etc.,  when  a  deposit  is  made. 
In  a  general  way  the  check-book  balance  at  the  end  of  the 
month  is  found  by  adding  all  deposits  (plus  the  balance  on 
hand  at  the  beginning  of  the  month  if  there  is  one)  and 
subtracting  the  total  of  checks  issued  during  the  month. 

Business  Vocabulary 

mentally  forwarding  pencil-footing 

forward  separately 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 
GROUP  I 

1.  (a)  Thomas  Marvin  opened  a  business  checking  account. 
The  items  of  deposits  made  on  November  2-6  inclusive  were  as 
follows : 
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Nov.  2         Nov.  3          Nov.  4         Nov.  5  Nov.  6 

Bills   $185.00    $170.00    $246.00    $99.00  $75.00 

Specie    12.50  18.80     16.80 

Checks   88.75     205.50      9.70    318.75  103.90 

14.80     176.90    368.60     29.40  248.60 

160.00      7.50     456.00    177.60  12.00 

359.25     348.00      8.00    540.00  38.45 

8.60     39.00     17.90     28.80  54.38 

265.00     59.95            137.00  98.80 

76.90  156.00 

(1)  What'was  the  total  of  each  day's  deposit? 

(2)  What  was  the  total  of  the  five  days'  deposits? 

(b)   On  each  of  the  five   days,   Nov.   2-6   inclusive,   Thomas 
Marvin  issued  checks  as  follows: 
Nov.  2— $137.50,  $9.70,  $25.00,  $13.50,  $86.25. 

3— $259.60,  $18.50,  $6.90,  $188.95,  $47.70,  $133.40. 

4— $2.25,  $458.70,  $103.00,  $7.70,  $68.86,  $4.90,  $76.00. 

5— $98.00,  $45.60,  $512.00,  $8.90,  $47.40,  $17.60,  $33.00. 

6— $154.00,  $176.00,  $16.50,  $285.90,  $7.20,  $318.00,  $5.50. 

(1)  What  was  the  total  of  each  day's  checks? 

(2)  What  was  the  total  of  the  five  days'  checks? 

(3)  What  was  the  check-book  balance  at  the  end  of  the  day, 
Nov.  2? 

(4)  What  was  the  check-book  balance  at  the  end  of  Nov.  6? 
2.     Charles  Jenkins  uses  a  checking  account  for  paying  his  ex- 
penditures in  the  home.  Copy  the  following  information  obtained 
from  the  stub  of  his  check  book  and  fill  in  the  balance  in  the 
spaces  indicated. 

193- 

Deposit,   Mar.  15 $348.90 

Check  No.   1,   15 96.75 


Balance  $ 

Check  No.  2      16.  .  25.40 


Balance $ 

Deposit,  17 109.70 

Balance  

Check  No.  3  17.. 


Balance $ 

per  cents:  25%  for  rent,  light,  and  telephone;  35%  for  food;  10% 
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GROUP  II 

1.  Charles  Jenkins,  who  had  a  checking  account  for  use  at 
home,  was  careless  in  writing  checks  and  left  blank  spaces.   One 
check  that  he  made  out  for  $5  came  back  to  him  from  his  bank, 
at  the  end  of  the  month,  as  $50.   He  further  noticed  that  the  ac- 
count was  charged  for  $50  instead  of  $5,  as  a  naught   (0)   had 
been  inserted  by  someone   and  the  "five"  dollars  was  thereby 
changed  to  "fifty."    Why  might  Charles  Jenkins  be  obliged  to 
suffer  the  loss? 

2.  On  another  occasion  Charles  Jenkins  left  at  home  a  signed 
blank  check.   The  check  paid  by  the  bank  (before  he  was  able  to 
notify  them  not  to  pay)    had  been  made  out  for  twenty-five 
dollars,  and  his  account  was  charged  with  the  amount. 

(a)  Why  would  the  bank  not  be  held  responsible? 

(b)  What  would  the  bank  most  likely  ask  him  to  do  after  the 
two  incidents  in  this  and  the  previous  problems  ? 

3.  A  check  issued  by  A.  Moore  &  Sons  has  written  on  it  $75.00 
in  figures,  and  "seventy-six"  in  words.  If  the  bank  paid  the  check, 
why  would  they  be  justified  in  paying  the  $76  amount?    What 
is  the  rule  of  law  in  such  cases?   In  case  of  a  large  difference  in 
the  two  amounts  what  would  the  bank  most  likely  do  before 
making  payment? 

4.  The  firm  of  West,  Hart  and  Adams  had  a  checking  account 
in  the  Crescent  Bank.    Their  balance  on  July  31,    193-,   was 
$2,590.08.   A  record  of  deposits  made  and  checks  issued  for  one 
week  follows: 

193-       Deposits  193-  Checks 

Aug.  1     $1368.90  *Aug.  1— $55.80,  $308.70,  $9.80,  $56.00, 

$208.40,  $2.75. 

2  996.85  2— $5.90,  $212.40,  $458.60,  $17.90, 

$88.75. 

3  1588.70  3— $115.00,  $3.60,  $9.00,  $557.70, 

$208.40,  $67.76,  $79.90. 

4  875.00  4— $.90,    $1.75,     $654.80,    $27.72, 

$350.50,  $257.65,  $150.00. 

5  908.48  5— $459.90,  $3.25,  $109.70,  $5.50, 

$329.90. 

6  1490.50  6— $17.00,  $86.50,  $759.60,  $7.80, 

$403.20. 

*  Use  five  check  stub  spaces  for  each  page  of  the  check  book, 
(a)   Find  the  total  of  each  succeeding  group  of  five  checks,  car- 
rying forward  for  each  of  the  seven  pages  of  the  stub.  The  total 
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of  all  35  checks  should  be  $6092.03  (the  amount  forwarded  from 
page  7). 

(b)  Find  the  total  of  deposits   (include  the  Balance  on  July 
31). 

(c)  Find  the  balance  at  the  end  of  Aug.  6,  193-. 

5.  Prepare  the  deposit  slips  for  two  deposits  in  the  account 
of  West,  Hart  and  Adams  at  the  Crescent  Bank,  1250  Third  Ave- 
nue, City,  from  the  following  information: 

Deposit  1  Deposit  2 

Date                           Aug.  8,1 93-  Aug.  9, 1 93- 

Bills                              $329.00  $288.00 

Specie                               45.75  59.60 

Checks                            189.70  14.00 

35.86  233.25 

204.90  159.00 

37.60  348.78 

158.50  256.60 
32.00 


LESSON  9 

ENDORSEMENTS,  COURSE  OF  A  CHECK, 
THE  CLEARING  HOUSE 

In  the  last  lesson,  it  was  mentioned  that  the  methods  of 
endorsing  checks  would  be  explained  in  this  lesson.  We 
shall  consider  endorsements  of  checks  only  in  this  lesson, 
but  in  other  lessons  we  shall  have  occasion  to  explain  en- 
dorsements of  notes,  trade  acceptances,  and  other  negotia- 
ble instruments.  The  course  of  the  check  and  the  function 
of  the  clearing  house  will  also  be  treated. 

Problem  1.  The  cashier  of  Walter  Taylor  was  required,  as  men- 
tioned to  you  in  the  previous  lesson,  to  have  endorsements  on  the 
three  checks,  received  on  September  2,  193—,  and  deposited  that 
day.  Why  were  endorsements  required?  What  type  of  endorsement 
was  used?  What  other  types  of  endorsement  could  have  been  used? 
What  other  occasions  will  arise  when  these  and  other  types  of  en- 
dorsements will  be  made  on  checks? 
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Endorsing  Checks 

All  three  checks  included  in  the  deposit  of  Walter  Taylor 
for  September  2  (see  page  544)  were  made  out  to  the  order 
of  Walter  Taylor,  as  the  three  customers  were  paying  for 
goods  purchased  by  them  from  him.  In  order  to  deposit 
these  checks ;  that  is,  transfer  them  to  his  bank,  the  Gotham 
Bank  &  Trust  Co.,  Walter  Taylor  was  obliged  to  indicate 
somewhere  on  the  checks  the  transfer  of  ownership  to 
them.  The  law  requires  such  transfer  to  be  made  by  what 
is  called  endorsement.  On  the  back  of  the  checks  is  placed 
then  this  indication,  the  endorsement,  of  the  negotiation 
or  transfer  of  the  checks  from  Walter  Taylor  to  the  Gotham 
Bank  &  Trust  Co.  Naturally  Walter  Taylor  received  value 
for  his  transfer  since  his  account  in  the  bank  was  credited 
for  the  total  of  the  three  checks  (and  the  $47.50  in  cur- 
rency) . 

The  endorsement  used  on  each  check  was : 


Pay  to  the  order  of  the 

Gotham  Bank  &  Trust  Co. 

Walter  Taylor 


This  type  of  endorsement  is  called  the  full  or  special  en- 
dorsement, since  it  shows  fully  or  indicates  specially  or 
particularly  the  party  to  whom  the  check  is  transferred, 
called  the  endorsee  or  transferee,  in  addition  to  the  party 
making  the  transfer,  called  the  endorser  or  transferor, 
whose  name  must  appear  on  every  full  endorsement. 

Walter  Taylor  could  have  written  a  simpler  endorsement, 
called  the  blank  endorsement,  which  would  not  have  indi- 
cated on  the  check  the  party  to  whom  he  transferred  the 
instrument.  The  endorsement  would  have  been  simply: 


Walter  Taylor 


To  avoid  any  possible  trouble  or  loss  from  theft  when 
depositing  in  person  or  by  mail,  a  third  type  of  endorse- 
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ment  is  used  on  checks.    Such  restrictive  endorsement  is 
written  in  one  of  two  ways: 

(1) 


(2) 


For  deposit  only 
Walter  Taylor 


Pay  to  Gotham  Bank  &  Trust  Co. 

For  deposit 
Walter  Taylor 


If  the  check  is  transferred  to  an  individual,  John  Clark  for 
example,  without  allowing-  him  to  transfer  or  negotiate  the 
the  check  further,  except  for  deposit,  the  restrictive  en- 
dorsement takes  this  third  form  perhaps : 


(3) 


Pay  to  John  Clark  only 
Walter  Taylor 


Endorsing  Checks  Containing  a  Series  of  Endorsements 

Problem  2.    A  check  received  by  Walter  Taylor  in  the  last  mail 
on  Saturday  had  these  two  endorsements: 


Ronald  Wood 

Pay  to  the  order  of  Walter  Taylor 
Stone  &  Watson 


The  cashier  sent  the   check  for  deposit  to  the   Gotham    Bank   & 
Trust  Co.  with  this  third  endorsement  added: 


For  deposit  only 
Walter  Taylor 


Name  and  describe  each  of  the  three  endorsements. 

From  whom  and  to  whom  is  the  check  transferred  in 
each  case?  How  can  you  tell  that  Ronald  Wood  was  the 
original  payee  of  the  check?  Why  was  a  restrictive  en- 
dorsement used  by  Walter  Taylor? 
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Previously  Deposited  Checks  Returned  by  Bank 

Four  days  later,  the  Gotham  Bank  &  Trust  Co.  returned 
by  mail,  the  check  mentioned  in  problem  No.  2,  to  Walter 
Taylor  with  a  slip  attached  (see  illustration  below)  stating 
that  the  account  of  Walter  Taylor  was  charged  for  the 


Gotham  Bank  and  Trust  Co. 

New  iCork,        M,  y., Sept.  4, 

To       Walter  Taylor 


We  Charge  Your  Account  and  Return— Reason  Checked 

Date 
Filling 

Endorsement 
Account  Closed 
Uncollected  Funds 
V    Insufficient  Funds 
Protested 

No  Account  Plemte  Acknowledge  Receipt 

Payment  Stopped 
Signature 


Debit  or  Charge  Memorandum 

amount  of  the  check.  The  slip  indicated  that  the  bank  was 
not  able  to  collect  the  amount  of  the  check,  signed  by 
Charles  Thomas,  from  Charles  Thomas's  bank — The  Globe 
Bank — because  of  insufficient  funds  in  his  account.  Checks 
deposited  are  credited  to  the  depositor's  account  "subject 
to  collection"  (payment  made  by  drawer's  bank). 

Walter  Taylor  redeposited  the  check  returned  to  him  for 
non-collection,  hoping  that  this  time  it  would  be  collected. 
If  Walter  Taylor  cannot  have  the  check  collected  finally,  he 
may  look  to  any  previous  endorser  on  the  check  for  pay- 
ment. In  this  case,  he  may  collect  from  either  Stone  & 
Watson  or  Ronald  Wood  who  are  responsible  as  endorsers. 
Why  would  he  most  likely  call  upon  Stone  &  Watson  for 
payment? 
The  Course  of  a  Check:  the  Clearing  House 

Problem  3.  On  September  I,  193-  the  cashier  of  Walter 
Taylor  issued  check  No.  2  to  the  order  of  the  Consolidated  Union 
Electric  Co.  for  $50.  This  check  was  mailed  to  the  electric  company. 
On  October  I,  1 93-,  the  check  was  returned  among  the  batch  of 
canceled  checks,  to  the  firm  of  Walter  Taylor,  stamped  "paid." 
What  happened  to  the  check  from  the  time  it  left  the  offices  of 
Walter  Taylor  until  it  came  back  to  the  firm? 
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In  the  morning  mail,  on  September  2,  193-,  the  Consoli- 
dated Union  Electric  Co.  received  the  $50  check  mailed  the 
day  before  by  Walter  Taylor.  This,  along  with  other  checks 
received,  was  deposited  by  the  cashier  in  the  Crescent 
National  Bank,  the  bank  depository  for  the  Consolidated 
Union  Electric  Co.,  which  in  turn  credited  the  account  of 
the  latter  for  the  amount  of  the  checks  deposited. 

The  Crescent  National  Bank  had  the  problem  of  collecting 
for  the  check.  They  looked  for  payment  to  the  Gotham 
Bank  &  Trust  Co.,  New  York  City,  the  bank  on  which 
Walter  Taylor  had  drawn  the  check.  It  was  not  practical 
for  the  Crescent  National  Bank  to  take  the  check  directly 
to  the  Gotham  Bank  &  Trust  Co.  for  payment,  because 
under  this  plan,  a  large  number  of  messengers  would  be 
required  to  collect  the  hundreds  and  thousands  of  checks 
deposited  in  the  Crescent  National  Bank  each  day.  In 
addition  large  sums  of  money  would  travel  back  and  forth 
from  this  bank,  as  well  as  from  many  others,  should  the 
amount  be  collected  by  mail. 

Since  the  Crescent  National  Bank  could  not  collect  either 
by  messenger  or  by  mail  for  the  $50  check  drawn  on  the 
Gotham  Bank  &  Trust  Co.,  how  was  the  collection  to  be 
made?  In  addition  you  must  realize  that  the  Crescent  Na- 
tional Bank  most  likely  had  other  checks  to  collect  from  the 
Gotham  Bank  &  Trust  Co.  and  that  the  latter  had  checks 
drawn  on  the  former  that  were  to  be  collected.  This  same 
situation  applies  to  all  of  the  banks  in  large  cities.  There- 
fore you  should  be  able  to  see  that  there  is  need  for  some 
central  place  or  agency  where  the  large  volume  of  checks 
can  be  made  ready  for  collection  by  the  many  banks  of  a 
city.  In  New  York  City  this  central  institution  is  the  New 
York  Clearing  House. 

As  the  name  indicates,  all  checks  of  member  banks  of 
the  New  York  Clearing  House,  or  of  city  or  out-of-town 
banks  associated  with  them,  are  "cleared"  or  collected 
through  this  institution.  The  clerks  of  the  banks  leave  at 
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the  windows  reserved  for  each  of  the  other  banks  all  checks 
drawn  on  these  banks  and  receive  checks  from  each  of  the 
other  banks.  If,  for  example,  the  amount  of  the  checks 
handed  in  by  the  clerk  of  the  Crescent  National  Bank  at 
the  window  of  the  Gotham  Bank  &  Trust  Co.  is  larger  in 
total  than  the  total  of  those  left  at  the  window  of  the  former 
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Canceled  Check 

by  a  clerk  of  the  latter  bank,  then  the  Gotham  Bank  &  Trust 
Co.  owes  the  Crescent  National  Bank  for  the  difference. 
At  the  end  of  the  day,  settlements  are  made  in  cash  for  all 
these  differences. 

The  Crescent  National  Bank  received  payment  on  the 
$50  check  from  the  Gotham  Bank  &  Trust  Co.  through  the 
New  York  Clearing  House.  The  Crescent  National  Bank 
turned  over  the  check,  as  explained,  to  the  Gotham  Bank 
&  Trust  Co.  The  Gotham  Bank  &  Trust  Co.  now  charged 
the  account  of  William  Taylor  for  $50.  The  check  was 
stamped  with  the  word  "paid"  by  a  perforating  machine, 
and  then  became  one  of  the  canceled  checks  to  be  returned 
to  William  Taylor.  For  convenience,  the  check  was  tem- 
porarily filed  with  other  canceled  checks  drawn  by  William 
Taylor,  and  was  returned  to  him  on  the  first  of  the  suc- 
ceeding month. 

Now  look  at  the  back  of  the  $50  check,  shown  above, 
and  see  the  endorsements  and  the  perforation  of  the 
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word  "paid"  thereon.  This  will  show  you  that  the  check  was 
endorsed  over  to  the  Crescent  National  Bank  by  the  Con- 
solidated Union  Electric  Co.,  that  it  was  collected  through 
the  New  York  Clearing  House,  and  that  the  perforation 
of  the  word  "paid"  was  placed  on  it  by  the  Gotham  Bank 
&  Trust  Co. 

The  diagram  below  will  make  clearer  to  you  the  course  of 
the  $50  "paid"  check. 
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Checks  drawn  on  out-of-town  banks  are  cleared  and  col- 
lected through  the  Federal  Reserve   System.    In   smaller 
towns  and  cities  checks  are  collected  by  messenger,  mail, 
or  the  Federal  Reserve  System. 
Summary 

Endorsements  are  either  blank,  special  or  full,  or  re- 
strictive. The  blank  endorsement  has  the  name  of  the  trans- 
feror or  endorser  only.  The  special  or  full  endorsement 
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shows  the  transferee  or  endorsee  in  addition  to  the  trans- 
feror or  endorser.  Restrictive  endorsements  prevent  any 
further  transfer.  Checks  deposited  are  accepted  by  the 
depositor's  bank,  for  entry  only,  subject  to  final  payment. 
Items  that  are  irregular  may  be  charged  back  to  the  de- 
positor. The  issued  checks  that  are  returned  canceled  by 
the  depositor's  bank  are  collected  through  clearing  houses 
or  the  Federal  Reserve  System  in  cities,  or  by  messenger 
or  mail  in  smaller  towns. 

Business  Vocabulary 

endorsements    (indorsements)  restrictive 

ownership  re-deposited 

transfer  canceled 

endorser    (indorser)  perforated 
endorsee  (indorsee) 


ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.     Test  yourself  on  your  ability  to  figure  rapidly  and  ac- 
curately the  answers  to  these  problems : 

(a)  The  balance  in  the  check  book  of  Myers  &  Palmer  at  the 
beginning  of  the  day,  Sept.  9,  was  $890.00.    During  that  day, 
they  made  a  deposit  of  $310,  and  issued  checks  for  $80,  $120,  $30, 
and  $70.  What  was  their  balance  at  the  end  of  the  day  ? 

(b)  On  Sept.  10,  a  deposit  ticket  showed  the  following  checks 
deposited:  $159.75,  $38.60,  $5.50,  $248.70,  $390.80,  $77.40.   What 
was  the  total  of  the  deposit? 

(c)  On  Sept.  10  the  balance  in  their  check  book  was  $958.60. 
Their  account  was  charged  for  a  check  of  $79.70  returned  be- 
cause of  insufficient  funds.   What  was  their  real  balance? 

(d)  Given  the  following  facts,  find  their  balance  on  Sept.  12. 

193-  Deposits  Checks  Drawn 

Sept.  10  Balance          $878.90  $75.90 

11  Deposit  675.40  346.45 

12  Deposit  475.80  128.00 

39.80 

256.65 

88.30 
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GROUP  II 

1.  Samuel  Ward  is  employed  as  bookkeeper  for  the  firm  of 
Stryker  &  Lang.   He  receives  his  weekly  salary  check  of  $75.    If 
he  sends  his  check  by  mail  to  be  deposited  in  his  checking  account 
at  the  Riverside  Bank,  what  endorsement  should  he  use?    How 
does  he  write  the  endorsement?   Why  would  there  be  no  loss  if 
the  check  is  lost  in  the  mails  ?  Whom  would  he  notify  if  the  check 
were  lost?   Why? 

2.  Walter  King  has  occasion  to  deposit  checks  in  his  personal 
account  rather  frequently.    To  save  time  he  endorses  the  checks 
at  home  in  blank,  and  then  takes  them  to  his  bank.   Why  is  this 
practice  not  advisable?    What  two  other  kinds  of  endorsements 
would  be  more  desirable?    Which  is  the  safest?    Why  should  he 
wait  until  he  reaches  the  bank  to  make  his  endorsements  ? 

3.  On  September  1,  193-,  check  No.  3  drawn  by  the  cashier  of 
Walter  Taylor  on  the  account  of  his  employer  in  the  Gotham 
Bank  &  Trust  Co.  was  in  favor  of  George  Whalen  for  $85.75. 
George  Whalen  deposited  this  check,  among  others,  in  his  ac- 
count at  the  Mid-Town  Bank  &  Trust  Co. 

(a)  What  was  the  course  of  the  check  before  it  was  returned 
to  Walter  Taylor  marked  "Paid"?  (A  diagram  of  this  will  serve.) 

(b)  Show  all  endorsements  on  the  back  of  the  stub,  assuming 
collection  through  the  New  York  Clearing  House. 


LESSON  10 

RECONCILIATION  OF  THE  CHECK  BOOK  WITH  THE 
BANK  BALANCE— SIMPLE  PROBLEM 

It  is  not  practical  for  a  cashier  to  check  his  check-book 
balance  with  his  bank  balance  every  day.  At  the  beginning 
of  each  month,  the  cashier  of  the  firm  of  Walter  Taylor 
checks  the  balance  in  his  check  book  with  the  bank  balance 
in  Walter  Taylor's  account  as  of  the  last  day  of  the  month 
preceding  the  checking.  This  part  of  the  keeping  of  the 
checking  account  is  called  the  reconciliation  of  the  check 
book  and  the  bank  balance.  What  this  reconciliation  means 
and  how  it  is  made  will  be  taken  up  in  connection  with  the 
checking  account  of  Walter  Taylor  for  the  month  ending 
September  30,  193-. 
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Problem  1.  On  October  I,  193-  the  office  clerk  of  Walter 
Taylor  brings  to  the  cashier  the  bank  statement  for  the  month  of 
September,  1 93-,  with  the  canceled  checks  issued  by  the  firm  and 
returned  to  the  bank,  the  Gotham  Bank  &  Trust  Co.  The  cashier 
compares  the  bank  balance  on  September  30,  as  shown  on  the 
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Stub  Record  of  Model  Check  Book 

bank  statement,  with  the  balance  in  his  check  book  on  that  day. 
The  b*nk  balance  is  $1905.70,  and  the  check-book  balance  is 
$1381.34.  ($5212.99— $3831.65)  He  asks  himself  this  question:  Is 
either  one  or  both  balances  incorrect,  or  are  both  correct  even  though 
they  do  not  seem  to  agree?  (See  the  model  check  book,  and  the 
bank  statement  illustrations  on  pages  546,  559,  560,  561  for  these 
balances.) 

The  answer  to  this  question  can  be  found  by  making  what 
we  call  a  "Reconciliation  Statement."  He  decides  to  make 
one.  Let  us  see  how  he  works  each  step. 
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Reconciling  the  Check  Book  and  the  Bank  Balances 

1.  The  cashier  arranges  the  canceled  checks  in  numer- 
ical order.    (The  checks  would  be  arranged  according  to 
date  if  they  were  not  numbered.) 

2.  The  checks  are  compared  one  after  the  other  with  the 
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Bank  Statement 

stub  record,  and  a  check  mark  placed  after  each  correspond- 
ing figure  on  the  stub  and  the  bank  statement.  The  checks 
are  turned  face  down  after  each  is  compared.  Why  is  this 
done? 

3.  The  cashier  again  examines  all  of  the  stub  records  to 
note  whether  there  are  any  unchecked  items.    He  finds  the 
stubs  for  checks  No.  32,  No.  33,  No.  34  not  checked  off.  Why 
does  he  realize  that  these  checks  had  not  yet  been  turned 
into  the  Gotham  Bank  &  Trust  Co.,  even  though  issued  by 
Walter  Taylor?    The  cashier  assumed  for  the  time  being 
that  these  outstanding  checks  are  the  one  reason  why  the 
check  book  and  the  bank  balance  do  not  agree.  He  proceeds 
to  the  next  step. 

4.  He  lists  and  totals  the  outstanding  checks  as  follows: 
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No.  32, 
No.  33, 
No.  34, 


$179.60 

305.40 

40.00 


»           CREC 
•         ACT.N 

IT 

DATE                            BALANCE 

AMT. 

DAYS 

800.00 

1,510.35 

1,149.60 

1,9-79.34 

1,70  3.39 
1,433.39 

979.39 

9  1  1  .2  4 

7  9  2.8  9 

1,  3  5  3.6  4 

1,504.54 

1,024.1  9 

9  5  3.5  9 

1,405.94 

2,146.24 
1,885.84 

2,406.59 

1,905.70 

Total  outstanding  checks       $525.00 

5.    The  total  outstanding  checks,  $525.00,  he  subtracts 

from  his  bank  balance  to  ar- 
rive at  what  might  really  be 
his  bank  balance.  But  this 
figure,  $1380.70,  still  does 
not  agree  with  his  check- 
book balance,  $1381.34. 

6.  The  individual  deposits 
shown  on  the  bank  statement 
are  compared  and  checked 
with  those  shown  in  the  col- 
umn to  the  left  of  the  stub 
record.  The  figures  in  both 
records  agree  with  each  oth- 
er. The  cashier  is  satisfied 

Bank  Statement  Balance  Strip        that  all  the  deposits  had  been 

entered  properly  in  the  check  book,  and  correctly  credited 
by  the  bank. 

7.  The  cashier  turns  back  to  the  bank  statement,  to  what 
is  called  the  debit  side,  which  shows  all  charges  against  the 
account  of  Walter  Taylor.  On  examination  he  finds  one 
item  unchecked  and  labeled  with  the  letters  CC.  This  item 
amounts  to  $.64  and  is  the  total  of  the  collection  (CC) 
charge  made  by  the  bank  for  collecting  out-of-town  checks, 
etc.  Why  is  this  item  not  recorded  in  the  check  book?  The 
cashier  subtracts  the  $.64  from  his  check-book  balance  after 
entering  it  on  the  stub  under  the  last  check  amount  for 
September.  This  adjusted  check-book  balance  he  thus  finds 
agrees  with  the  available  bank  balance  (the  bank  balance 
after  the  outstanding  checks  are  subtracted). 

The  cashier  summarizes  all  of  the  above  steps  in  a  form 
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known  as  the  Bank  Reconciliation  Statement.    Here  is 
copy  of  it: 


Walter  Taylor 

BANK  RECONCILIATION  STATEMENT 
September  30,  193- 


Check-book  balance 

per  check  book  $1381.34 

Deduct  collection  charge  .64 


Adjusted  check-book 
balance 


$1380.70 


Bank  balance  per  bank 

statement  $1905.70 

Deduct  outstanding  checks: 

No.  32 $179.60 

33 305.40 

34....  40.00 


Total  outstanding 
checks 


525.00 


Available  bank  balance  $1380.70 


This  form  is  filed  by  the  cashier  for  checking  purposes 
at  a  later  date.  You  understand  that  this  statement  proves 
definitely  that  both  the  check-book  and  the  bank  balances 
are  correct,  though  they  do  not  agree  until  items  not  in- 
cluded in  one  and  the  other  balances  are  taken  into  consid- 
eration. 

The  bank  reconciliation  statement  is  usually  prepared 
in  the  check  book,  in  the  cash  book  kept  by  the  bookkeeper, 
or  on  the  reverse  side  of  the  bank  statement. 

Summary 

An  important  phase  of  the  work  required  in  keeping  a 
checking  account  is  the  one  that  concerns  itself  with  the 
reconciliation  of  the  check-book  and  the  bank  balance.  The 
check-book  and  the  bank  balance  generally  do  not  agree 
because  of  the  fact  that  certain  items  appearing  on  one 
record  do  not  appear  on  the  other.  These  items  must  be 
taken  into  consideration  before  the  two  balances  can  be 
made  to  agree.  They  are  found  through  a  series  of  steps 
of  comparison  between  the  canceled  checks  and  bank  state- 
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ment  with  the  check-book  stub.  Such  items  as  "outstanding 
checks"  and  "collection  charges"  are  thus  adjusted.  A  form 
called  the  Bank  Reconciliation  Statement  shows  these  ad- 
justments, and  indicates  that  the  Adjusted  Check-Book 
Balance  and  the  Available  Bank  Balance  agree. 

Business  Vocabulary 

practical  adjusted  comparison 

summarized  available  reconciliation 

corresponding 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 
GROUP  I 

1.  (a)   On  October  1,  193-,  the  cashier  of  the  firm  of  Sharpe 
and  Dwight  received  the  monthly  bank  statement  and  canceled 
checks.    The  balance  on  the  statement  was   $3654.68,   and  the 
check    book    balance    was    $2986.75.     After    checking    through, 
checks  for  the  following  amounts  were  found  outstanding :  $8.90, 
$215.65,  $156.63,  $87.75,  $199.00. 

(1)  Find  the  total  of  the  outstanding  checks. 

(2)  Show  that  this  total  reconciles  the  bank  and  check- 
book balances. 

(b)  On  November  1,  193-,  the  cashier  in  preparing  his  bank 
reconciliation  statement  found  these  facts:  bank  balance, 
$4357.23;  checkbook  balance,  $3690.55;  outstanding  checks, 
$229.35,  $86.80,  $146.73,  $95.00,  $17.50,  $91.30. 

Show  by  figures  how  the  cashier  found  the  available  bank  bal- 
ance to  agree  with  the  check-book  balance. 

2.  Mrs.  Andrew  Kymes,  a  housewife,  found  that  her  bank  bal- 
ance on  May  1,  193-,  was  $236.60,  while  her  check-book  balance 
was  $209.10.    Upon  checking  she  ascertained  that  outstanding 
checks  amounting  to  $27.85  were  not  deducted  from  her  bank 
balance,  and  a  bank  charge  of  $.35  was  not  subtracted  from  her 
check-book  balance. 

Show  how  Mrs.  Kymes  gets  the  adjusted  check-book  and  the 
available  bank  balances  to  agree. 

GROUP  II 

1.  Charles  Goode  finds  at  the  end  of  the  month  that  his  bank 
balance  has  fallen  to  $191.36,  which  is  below  the  $200  minimum, 
though  his  check-book  balance  shows  $216.36  on  deposit.  Upon 
checking  he  finds  that  a  cash  check  of  $25  issued  by  him  was  not 
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entered  on  the  stub.  What  situation  could  have  been  avoided 
with  the  use  of  greater  care  ?  How  would  Mr.  Goode  have  taken 
care  of  the  situation? 

2.  (a)   In  carrying  forward  the  total  of  checks,  the  cashier 
wrote  $2897.60,  instead  of  $2987.60.   What  type  of  error  is  this 
called?    How  can  it  be  guarded  against?    How  much  is  the  bal- 
ance increased  by  this  error? 

(b)  On  another  occasion,  the  cashier  made  an  error  in  adding 
the  checks  on  a  page  of  the  stub  record.  What  precaution  did  he 
perhaps  not  take?  How  does  a  "stitch  in  time  save  nine"? 

3.  The  bank  statement  and  canceled  checks  for  August  193- 
of  Forbes,  Watson  and  Henry  were  brought  by  the  office  clerk 
to  the  cashier  on  September  1,  193-.   The  cashier  noted  that  the 
bank  balance  was  $6539.22,  and  the  check  balance,  $5788.39.  Up- 
on checking,  checks  recorded  on  the  check  book  stubs  and  not 
found  on  the  bank  statement  were  as  follows :  No.  390,  $188.70 ; 
No.  392,  $13.90;  No.  393,  $165.88;  No.  395,  $248.56;   No.  396, 
$75.92;  No.  397,  $56.39;  No.  398,  $4.23.    An  item  of  $2.75  for 
collection  was  on  the  bank  statement  but  not  on  the  check  book 
stub. 

(a)  Why  were  there  checks  neither  "checked  off"  on  the  stub 
nor  listed  on  the  bank  statement? 

(b)  Why  was  the  item  $2.75  not  recorded  on  the  check  book? 

(c)  Why  should  you  generally  expect  the  bank  and  the  check 
book  balances  to  disagree? 

(d)  Prepare  a  Bank  Reconciliation  Statement. 

4.  On  the  September  bank  statement  the  cashier  of  Forbes, 
Watson  and  Henry  found  the  bank  balance  to  be  $7384.09.    The 
check-book  balance  was  $6637.58.    The  outstanding  checks  were: 
No.  458,  $69.75;  No.  460,  $150.30;  No.  461,  $286.69;  No.  462, 
$7.65;  No.  463,  $233.42.  A  charge  of  $1.30  for  collection  appeared 
on  the  statement  and  not  on  the  check  book. 

Prepare  a  Bank  Reconciliation  Statement. 

5.  (a)   The  cashier  of  Parker  &  Sloan  received  the  bank  state- 
ment and  canceled  checks  for  March  193-.    The  bank  balance 
shown  by  the  statement  was  $3957.68.    The  cashier's  check-book 
balance  was  $2996.08.   The  cashier  found  the  following  outstand- 
ing checks:  No.  756,  $139.70;  No.  757,  $290.75;  No.  758,  $504.25; 
No.   759,   $9.70;   No.   760,  $20.80.    The  statement  showed   $3.60 
with  the  marking  DM  which  indicated  a  charge  for  collection. 
This  amount  did  not  appear  on  the  check  book. 

Prepare  a  Bank  Reconciliation  Statement. 

(b)   In  reconciling  another  bank  statement  the  cashier  of  Par- 
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ker  &  Sloan  found  two  items  that  needed  adjustment;  1.  a  deposit 
of  $360  made  at  the  end  of  the  month  did  not  appear  on  the  bank 
statement;  2.  interest  amounting  to  $4.50  credited  to  Parker  & 
Sloan  on  the  bank  statement  did  not  appear  on  the  check-book 
stub. 

How  did  these  two  items  arise,  and  how  were  they  adjusted  on 
the  Bank  Reconciliation  Statement? 


LESSON  11 
CUSTOMERS'  AND  CREDITORS'  ACCOUNTS 

Concerns  that  buy  and  sell  on  credit  find  that  they  must 
be  able  to  keep  track  of  the  amount  due  each  firm  from 
which  they  get  their  goods,  and  of  the  amount  due  them 
from  each  firm  to  which  they  sell.  To  find  these  amounts 
due  a  record  must  be  kept  with  each  of  these  firms  of  pur- 
chases made  and  payments  on  them,  or  of  sales  and  pay- 
ments on  them.  This  record  takes  the  form  of  individual 
accounts,  those  with  firms  from  which  they  buy  called  cred- 
itors' accounts,  and  those  with  firms  to  which  they  sell 
called  customers'  accounts.  Allowances  for  goods  returned 
are  also  a  part  of  the  record  in  the  accounts. 

We  shall  present  the  customers'  and  creditors'  accounts 
of  a  wholesale  firm  which  sells  druggists'  supplies  and  we 
shall  analyze  two  of  these  accounts — one  customer's  and  one 
creditor's.  We  shall  observe  how  the  purchases,  payments, 
and  returns  affecting  the  creditor,  and  the  sales,  payments, 
and  returns  affecting  the  customer  were  recorded  in  their 
accounts  to  aid  in  finding  the  balance  due. 

Customers'  and  Creditors'  Accounts  Illustrated 

On  pages  566,  567  are  illustrated  a  number  of  the  cus- 
tomers' and  creditors'  accounts  of  the  Moran  Druggists' 
Supplies  Co.  showing  the  record  of  trading  transactions  of 
these  customers  and  creditors  for  the  month  ending  March 
31,  193-.  Let  us  analyze  the  account  of  one  customer,  John- 
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MORAN  DRUGGISTS'  SUPPLY  CO. 

CUSTOMERS'  ACCOUNTS 

FRANK  WOODS  958  Third  Ave.,  New  York,  N.  Y. 


193— 

193— 

Mar. 

1 

5/10,  n/30 

®    75 

50 

Mar. 

4 

Ret.  inv.  3/1 

®      3 

80 

12 

Cash  $68.11, 

dis.        3.59 

®    71 

70 

JOHNSON  &  WALLACE  385  West  End  Ave.,  New  York,  N.  Y. 


193— 

193— 

Mar. 

8 

5/10,  2/30,  n/60 

®  290 

80 

Mar. 

19 

Ret.  inv.  3/15 

®   3 

60 

15 

«       U      U 

®  188 

70 

19 

Cash  $276.26, 

25 

a     a    u 

258 

75 

dis.    14.54 

®  290 

80 

25 

Cash  $175.84, 

dis.    9.26 

®  185 

10 

SPRAGUE  DRUG  STORE  109  W.  23rd  St.,  New  York,  N.  Y. 


193— 

19b— 

Mar. 

1 

5/10,  n/30 

®  156 

00 

Mar. 

11 

Cash  $148.20, 

8 

«    u 

77 

50 

dis.    7.80 

®  156 

00 

15 

a     u 

55 

40 

STANLEY  WARREN  720  Park  Ave.,  New  York,  N.  Y. 


193— 
Mar. 

3 

5/10,  2/30,  n/60 

365 

80 
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MORAN  DRUGGISTS'  SUPPLY  CO. 

CREDITORS'  ACCOUNTS 

AJAX  MEDICAL  SUPPLY  Co.        Chicago,  111. 


193— 

193— 

Mar. 

11 

Cash  $659.30, 

Mar. 

1 

5/10,  2/30,  n/60 

®  694 

00 

dis.        34.70 

§694 

00 

11 

«                ((               U 

®  298 

70 

15 

Ret.  inv.  3/11 

15 

75 

25 

u           u          u 

359 

40 

19 

Cash  $268.80, 

dis.         14.15 

®  282 

95 

TARRANT  MFG.  Co.         Cleveland,  Ohio 


193— 

193— 

Mar. 

25 

Cash  $1219.10, 

Mar. 

11 

5/10,  3/15,  n/60 

®1256 

80 

dis.          37.70 

(A)  1256 

80 

15 

a        a        u 

708 

80 

31 

u           u          u 

695 

00 

WINSLOW  DRUG  CORF.         Buffalo,  N.  Y. 


193— 

193— 

Mar. 

25 

Cash  $841.94, 

Mar. 

15 

5/10,  3/15,  n/60 

886 

25 

dis.        44.31 

886 

25 

TYNDALL  SURGICAL  Co.       St.  Louis,  Mo. 


,193— 
Mar. 

31 

5/10,  n/30 

554 

25 
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son  &  Wallace,  and  one  creditor,  Ajax  Medical  Supply  Co., 
to  see  how  the  records  are  kept  in  customers*  and  creditors' 
accounts. 

Analysis  of  a  Customer's  Account 

The  account  of  Johnson  &  Wallace  shows  on  the  left- 
hand  side  three  charges  against  Johnson  &  Wallace  of 
$290.80,  $188.70,  and  $258.75  for  sales  of  merchandise  made 
to  it  by  the  Moran  Druggists'  Supplies  Co.  on  March  8,  15, 
25.  The  terms  of  each  sale  are  shown  immediately  after  the 
date.  On  the  right-hand  side  of  the  account  note  three 
credit  amounts  of  $3.60,  $290.80,  and  $185.10.  The  credit 
of  $3.60  on  March  19  is  for  the  return  by  Johnson  &  Wal- 
lace of  goods  as  indicated  in  the  space  after  the  date.  The 
other  two  credits  on  March  19  and  25  are  for  payments  of 
cash  made  and  cash  discounts  received  on  these  payments 
by  Johnson  &  Wallace.  The  explanations  after  the  dates 
make  clear  the  reasons  for  the  credits. 

The  difference  between  the  total  of  the  charges  and  that 
of  the  credits,  $258.75  (the  total  of  the  left-hand  side  less 
that  of  the  right-hand),  shows  the  balance  due  from  John- 
son &  Wallace.  Note,  however,  that  this  balance  need  not 
be  paid  until  May  24  (60  days  after  March  25,  the  date  of 
the  last  sale). 

Analysis  of  a  Creditor's  Account 

The  account  of  the  Ajax  Medical  Supply  Co.  shows  on 
the  right-hand  side  charges  of  $694.00,  $298.70,  and  $359.40 
by  the  Ajax  Medical  Supply  Co.  for  purchases  of  merchan- 
dise made  from  it  by  the  Moran  Druggists'  Supplies  Co. 
on  March  1,  11,  and  25.  The  terms  of  the  purchases  are 
recorded  after  the  dates.  On  the  left-hand  side  are  three 
amounts  of  $694.00,  $15.75,  and  $282.95.  These  amounts  re- 
corded on  March  11  and  19  are  for  checks  sent  to  and 
cash  discounts  received  on  payments  from  the  Ajax 
Medical  Supply  Co.  The  amount  of  $15.75  on  March  15 
records  the  credit  allowance  received  by  the  Moran  Drug- 
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gists'  Supplies  Co.  from  the  Ajax  Medical  Supply  Co.  for 
damaged  goods. 

Since  the  total  of  the  right-hand  side  of  the  account  is 
$1352.10  and  the  total  of  the  left-hand  side  is  $992.70,  the 
balance  due  the  Ajax  Medical  Supply  Co.  on  March  31,  193-, 
is  $359.40. 

An  examination  of  the  accounts  on  pages  566,  567  indi- 
cates six  accounts  with  balances  as  follows: 

DUE  FROM  CUSTOMERS,  MARCH  31,  193- 
Johnson   &   Wallace,  $258.75 

Sprague  Drug  Store,  132.90 

Stanley   Warren,  365.80 

DUE  TO  CREDITORS,  MARCH  31,  193- 
Ajax  Medical  Supply  Co.,     $359.40 
Tarrant  Mfg.  Co.,  1403.80 

Tyndall   Surgical   Co.,  554.25 

It  is  customary  to  make  records  in  customers'  and  cred- 
itors' accounts  each  day  as  the  transactions  take  place, 
in  order  to  keep  the  accounts  up  to  date. 

Summary 

Customers'  and  creditors'  accounts  are  kept  by  a  firm 
buying  and  selling  on  credit  to  record  its  sales,  purchases, 
receipts,  payments,  and  returns.  The  left-hand  side  of 
customers'  accounts  shows  sales  to  the  customers ;  the  right- 
hand  side,  payments  (including  cash  discounts)  received 
from  and  for  returns  made  by  them.  In  creditors'  accounts, 
the  right-hand  side  shows  purchases  from  creditors;  the 
left-hand  side,  payments  (including  cash  discounts)  and 
returns  made  to  them.  The  difference  between  the  two 
sides  of  the  account  (if  any)  shows  the  amount  due  from 
customers,  or  due  to  creditors.  Records  are  generally  made 
daily  in  customers'  and  creditors'  accounts  to  keep  them 
up  to  date. 
Business  Vocabulary 

creditors  examination 

typical 
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ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  The  account  of  Frank  Hanan,  a  customer  of  Proctor  and 
Graves,  shows  the  following  record  for  March:  on  the  left-hand 
side,  balance  March  1,  $176.90  and  charges  during  the  month, 
$245.60,  $95.80,  $175.45,  $239.70 ;  on  the  right-hand  side,  credits 
of  $176.90,  $12.45,  $233.15,  $95.80. 

(a)  What  is  the  total  of  the  left-hand  side  and  of  the  right- 
hand  side  of  the  account? 

(b)  What  is  the  balance  due  from  Frank  Hanan  on  March  31  ? 

2.  On  the  books  of  Proctor  and  Graves  is  an  account  with  a 
creditor,  Belleville  Trading  Co.    On  the  right-hand  side  of  the 
account  are  the  following  charges :  balance  March  1,  $596.50 ;  dur- 
ing the  month  of  March,  $1209.80,  $449.60,  $959.70.    The  left- 
hand  side  shows  the  amounts  for  payments,  etc.,  $7.85,  $588.65, 
$1209.80,  $16.90. 

(a)  What  are  the  totals  for  each  side  of  the  account? 

Ob)   How  much  is  due  the  Belleville  Trading  Co.  on  March  31? 

GROUP  II 

1.  All  business  concerns   keep  accounts  with  customers  and 
creditors.    Why  may  these  records  be  helpful  in  disputes  about 
the  amounts   due   from  customers  or  due  to  creditors?    Why 
should  these  records  be  kept  in  a  definite,  systematic  manner? 

2.  The  Moran  Druggists'  Supplies  Co.  has  an  account  on  their 
books  with  Johnson  &  Wallace  as  a  customer.   Why  will  Johnson 
&  Wallace   have  on  their  books  a   creditor's  account  with  the 
Moran  Druggists'  Supplies  Co.?    Why  should   the  balance  due 
agree  on  both  books?   Why  will  the  records  be  made  on  reverse 
sides  of  the  two  accounts? 

3.  Following  are  one  customer's  account  and  one  creditor's 
account  on  the  books  of  Stevenson  &  Dowd: 

Ronald  Carroll   (a  customer) 


193- 

193- 

June     1  Balance 

95.38 

June     3  check  93.47, 

4  2/10,  n/30 

67.40 

disc.       1.91 

95.38 

15  2/10,  n/30 

36.90 

6  ret.  inv.  6/4 

2.50 

28  2/10,  n/30 

77.60 

14  check  63.60, 

disc.       1.30 

64.90 

25  check  36.16, 

disc.         .74 

36.90 
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Ross,  Fleming  &  Harrison   (a  creditor) 


193- 

193- 

June     4  check  467.97, 

June    1  balance 

490.50 

disc.       22.53 

490.50 

8  5/10,  n/90 

655.80 

10  ret.  inv.  6/8 

12.90 

27  on  a/c 

793.60 

18  check  610.75, 

disc.       32.15 

642.90 

(a)  What  is  the  balance  due  from  Ronald  Carroll  and  the  bal- 
ance due  to  Ross,  Fleming  &  Harrison  on  June  30,  193- ? 

(b)  How  can  the  results  in  (a)   be  obtained  without  actually 
finding  the  difference  between  the  two  sides? 


LESSON  12 
STATEMENT  OF  CUSTOMERS'  ACCOUNTS 

Let  us  turn  back  to  page  566  and  note  the  three  cus- 
tomers' accounts  on  the  books  of  the  Moran  Druggists'  Sup- 
plies Co.  that  are  not  fully  paid  for.  At  the  end  of  March 
these  accounts:  Johnson  &  Wallace,  Stanley  Warren, 
Sprague  Drug  Store,  showed  that  there  was  a  balance  still 
due  from  each  to  the  Moran  Druggists'  Supplies  Co.  To  noti- 
fy these  customers  what  their  purchases,  payments,  returns 
were  during  the  month,  and  how  much  is  still  owed  at  the 
end  of  the  month,  a  statement  of  account  is  sent  to  each. 

Preparing  a  Monthly  Statement  from  a  Customer's  Account 

From  the  account  of  Johnson  &  Wallace,  on  page  566,  we 
shall  prepare  a  statement  of  account  to  be  mailed  to  the 
customer  at  the  end  of  March.  This  statement  of  account 
will  contain,  first,  the  charges  or  individual  purchases  dur- 
ing the  month,  for  which  invoices  or  bills  had  been  sent  at 
the  time  of  purchase;  second,  the  total  charges,  or  total 
purchases,  during  the  month.  Then  follow,  third,  the 
credits,  or  individual  payments  or  returns  made  during  the 
month;  fourth,  the  total  credits,  or  the  total  of  the  pay- 
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ments  and  returns.  The  final  item,  fifth,  is  the  balance  due 
at  the  end  of  the  month,  the  difference  between  the  total 
charges  and  the  total  credits. 

Below  is  a  copy  of  the  statement  of  account  when  com- 
pleted. Note  the  following: 

1.    The  filling-in  of  the  heading,  with  the  date  of  render- 


MONTHLY  STATEMENT 

MORAN  DRUGGISTS  SUPPLY  CO. 

WHOLESALE  DRUGGISTS 

254-256  CORTLANDT  STREET 
NEW  YORK.  N.  Y. 


March  31 


.193. 


Tn  Johnson  &  Wallace 


385  West  End  Avenue.  New  York,  N.Y. 


193- 
March 


March 


8 

15 
25 

19 
19 
25 


5/10,  2/30,  n/60 


Return 
Cash 


290 
188 
258 


290 
185 


80 
70 
75 


60 
80 
10 


738 


479 


258 


25 


50 


75 
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ing  the  statement  of  account  (March  31,  193-),  and  the 
name  and  address  of  the  customer  (Johnson  &  Wallace, 
385  West  End  Avenue,  New  York,  N.  Y.).  Observe  also 
the  printing  of  the  firm's  name  and  address,  preceded  by 
the  word  To,  to  indicate  that  the  Moran  Druggists'  Sup- 
plies Co.  is  the  creditor  who  sends  the  statement  of  account 
to  Johnson  &  Wallace,  the  debtor. 

2.  The  individual  charges:  with  date,  the  words  as  per 
bill  rendered  or  the  terms,  and  the  amount  of  each  purchase. 

3.  The  total  charges  ($738.25) . 

4.  The  first  credit,  the  return  on  March  19,  of  $3.60. 

5.  Two  payments :  with  date,  explanation  by  cash,  and 
the  amount  of  each  payment. 

6.  The  total  credits  ($479.50). 

1.  The  balance  due,  $258.75,  the  difference  between  the 
total  charges,  $738.25,  and  the  total  credits,  $479.50. 

Statements  of  customers'  accounts  are  sometimes  pre- 
pared to  show  the  "open"  (unpaid)  items  only.  Why? 
Some  wholesale  concerns  render  statements  of  account  on 
overdue  items  only. 

Customers  of  wholesale  concerns  are  given,  as  you  know, 
definite  credit  terms  such  as  3/10,  n/30;  E.  0.  M.  3/10, 
n/30;  5/10,  2/30,  n/60;  etc.,  which  determine  when  pay- 
ment is  to  be  made.  When  they  receive  statements  of 
account,  it  does  not  necessarily  mean  that  payment  is  due 
at  time  of  receipt  of  statement,  but  that  the  balance  due  is 
indicated  only  and  that  payments  will  follow  when  the  terms 
of  credit  have  expired.  Why  is  payment  on  the  balance, 
$258.75,  shown  on  the  Johnson  &  Wallace  statement  of 
account,  not  expected  at  once? 

Practice  in  Preparing  Statements  of  Customers'  Accounts 

Prepare  a  statement  of  account  to  be  mailed  to  the 
Sprague  Drug  Store.  Note  from  the  Sprague  Drug  Store 
account  on  page  566,  that  there  are  three  charges  totaling 
$288.90,  and  one  credit,  $156.00.  Make  sure  that  the  balance 
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due  on  March  31,  193-,  as  shown  in  the  statement  of 
account  is  $132.90.  Prepare  a  statement  of  account  for 
Stanley  Warren,  the  third  open  account  on  page  566.  Why 
may  you  dispense  with  making  this  statement  of  account? 

Charge  Account  Statements 

You  have  learned  in  an  earlier  lesson  of  this  unit  that  a 
certain  type  of  statement  of  account  is-  used  by  department 
stores  for  their  charge  customers.  These  statements  con- 
tain the  charges  or  purchases  of  the  charge  customer, 
credits  for  returns,  and  the  amount  due  from  the  customer. 
Payment  for  amount  due  is  to  be  made  usually  some  time 
during  the  month  following  the  purchases.  In  some  few 
instances  charge  customers  buy  certain  merchandise  as 
rugs,  furs,  etc.,  on  condition  that  these  purchases  are  to  be 
charged  in  statements  two  or  three  months  later. 
Summary 

Statements  of  account  notify  customers  of  purchases  or 
charges,  credits  for  returns  or  payments,  and  balance  due. 
The  time  of  payment,  however,  is  determined  by  the  terms 
of  sale.  The  statement  of  account  is  a  summary  of  the 
customers'  account. 

Business  Vocabulary 

rendered  statement  of  account 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  Mrs.  Weldon  has  a  charge  account  in  the  National  Depart- 
ment Store.  On  June  1,  193-,  she  receives  a  statement  of  account 
for  purchases  she  made  during  the  month  of  May.   The  statement 
shows  charges:  $.50,  $2.75,  $13.80,  $9.70,  $.65,  $2.90,  $24.50,  $.85, 
and  credits  for  returns:  $2.75,  $2.90. 

(a)  How  much  is  the  balance  due? 

(b)  If  Mrs.  Weldon  receives  a  discount  of  6%,  how  much  does 
she  send  to  pay  her  May  account? 

2.  The  account  of  Ruppert  and  Waring,  a  creditor,  is  shown 
as  follows  on  the  books  of  the  Moran  Druggists'  Supplies  Co.  at 
the  end  of  April,  193-. 
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Ruppert  and  Waring,  135  Warren  St.,  City. 


193— 

Apr.  17  Inv.  4/7  less  5%  580.40 
22  Inv.  4/12  365.70 

24  Return  inv.  4/21  9.25 
27  Allowance  inv.  4/25  6.40 


193- 

Apr.  7  5/10,  n/60  580.40 

12  5/10,  n/60  365.70 

21  5/10,  n/60  248.65 

25  5/10,  n/60  409.90 


(a)  How  much  is  due  to  Ruppert  and  Waring? 

(b)  When  are  the  open  items  to  be  paid  if  advantage  is  taken 
of  the  cash  discount  terms? 


1. 


GROUP  II 

Statements  of  account   are  rendered  monthly  to  all  cus- 


tomers by  the  Moran  Druggists'  Supplies  Co.  Of  what  advantage 
is  this  practice  to  the  customer,  and  to  the  Moran  Druggists' 
Supplies  Co.? 

2.     The  accounts  of  three  customers  of  the  Modern  Druggists' 
Supplies  Co.  are  as  follows  on  May  31,  193-. 

George  Andron,  575  Grandview  Ave.,  City 


193- 

May  1  5/10,  n/30  98.70 

8  5/10,  n/30  29.80 

22  5/10,  n/30  42.25 

30  5/10,  n/30  36.40 


193- 

May    4  Allow,  on  inv.  5/1  1.50 
8  'Bal.  inv.  5/1, 

less  5%  97.20 

18  Inv.  5/8,  less  5%    29.80 
26  Return  inv.  5/22    2.70 


Wright  Drug  Store,  635  Evergreen  Ave.,  City 

193- 

May   4  4/10,  n/30  163.70 

Bannock  &  Thompson,  1759  Bergen  Boulevard,  City 


193- 

May  8  5/10,  2/30,  n/60  96.50 
16  5/10, 2/30,  n/60  108.60 


193- 

MaylS  Inv.  5/8,  less  5%  96.50 


(a)  Prepare  statements  of  account  to  be  mailed  to  each  cus- 
tomer May  31,  193-. 

(b)  Why  might  the  fully-paid  items  in  the  accounts  of  George 
Andron  and  Bannock  &  Thompson  be  omitted  in  their  statements 
of  account? 

3.     Mrs.  John  Grasper  has  a  charge  account  in  the  Manton 
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Department  Store.   On  April  1,  193-,  she  receives  the  following 
statement  of  account. 


Manton  Department  Store 

Chestnut  at  So.  10th  Street 

Philadelphia,  Pa. 

April  1,  193- 

Mrs.  John  Grasper, 

2254  Roosevelt  Boulevard 

Philadelphia,  Pa. 

Date 

Dept. 

Charges 

Credits 

Balance 

193- 

Balance 

1.02 

Feb.2 

171 

Bag 

1.49 

.... 

.... 

2  Bags 

2.98 

.... 

5.49 

8 

660 

Set  of  Toy  Blocks 

1.00 

.... 

.... 

Peg  Board 

1.29 

.... 

7.78 

9 

Return  Peg  Board 

.... 

1.29 

6.49 

16 

Mop   1/9  charged  in 

error 

.... 

1.02 

5.47 

25 

413 

Hat 

5.00 

10.47 

27 

512 

Dress 

18.25 

28.72 

(a)  Check  the  statement  of  account. 

(b)  If   Mrs.  Grasper  is  entitled  to  a  discount  of  6%,    how 
much  is  the  check  sent  by  her  to  pay  her  February  account? 


LESSON  13 
COLLECTING  PAST-DUE  ACCOUNTS 

Business  firms  must  devise  methods  for  collecting 
amounts  due  on  customers'  accounts.  In  a  great  many  in- 
stances, the  simple  mailing  of  a  bill  or  invoice  for  service 
rendered  or  for  merchandise  sold  is  sufficient  notice  to  the 
customer  to  meet  his  obligation  when  due.  At  other  times 
it  is  deemed  more  advisable  to  collect  accounts  from  cus- 
tomers in  person.  Sometimes,  however,  methods  have  to 
be  used  to  urge  or  even  force  payment  on  overdue  accounts. 


CREDIT  AND  COMMERCIAL  BANK  SERVICE       577 

Let  us  consider  first  the  question  of  collecting  directly  from 
the  customer  through  an  agent  of  the  seller  sent  to  the  cus- 
tomer. 
A  Collector — Customers'  Accounts 

In  instalment  sales  where  the  customer  does  not  send  or 
make  the  instalment  payments  personally,  you  will  find 
that  a  representative  of  the  company,  a  collector  (some- 
times the  salesman  himself)  will  call  and  obtain  payment 
from  the  customer  at  the  time  the  instalment  is  due.  As 
you  have  learned  already,  the  customer  pays  for  this  service 
in  an  increased  cost  for  the  article  bought. 

Service  concerns  sometimes  find  it 'more  advisable  to  send 
collectors  to  their  customers,  saving  the  expense  of  mailing 
hills  and  making  it  more  convenient  for  the  customer  to 
pay.  There  is  no  charge  for  this  service  as  the  company 
feels  that  it  will  get  prompter  and  better  payment  by  this 
manner  of  collection.  For  example,  a  collector  for  a  gas  or 
an  electric  company  may  appear  at  your  home,  present  a 
bill  to  your  mother,  and  receive  payment  from  her  at  once. 
On  the  bills  of  one  company  this  statement  is  found,  "Do 
not  pay  this  bill  to  a  collector."  How  does  this  company 
prefer  to  collect  its  bills?  -—-—-- 

When  your  mother  makes  payment  to  &  collector  of  a  gas 
or  electric  company,  she  receives  a  receipt  from  him.  This 
receipt  contains  the  word  "paid,"  the  d|tg  of  payment,  and 
the  collector's  name  on  the  main  pajt  of  the  bill  he  gives  to 
her.  The  collector  retains  the  stub r  When  your  mother  pays 
by  mail  in  the  form  of  a  check,' Me  mails  the  stub  only  with 
the  check.  Why  is  this^ii^estion  made  to  customers  by 
the  company? 

In  collecting  premiums  on  certain  types  of  insurance,  a 
collector  or  agent  of  the  company  comes  weekly  or  monthly 
to  the  home  of  the  insured  to  collect  the  weekly  or  monthly 
amount  due.  However,  the  premiums  on  most  insurance 
policies  are  paid  by  mail  to  insurance  brokers  (agents  of 
the  company) ,  or  by  mail  to,  or  in  person  at,  the  office  of 
the  company. 
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Letter 
No.l 


THE 


Samuel  Fro 
430  Bagley 
Detroit,  M 

Dear  Sir: 


MANMtfMM 

THE  WARREN  TRADING  COMPANY 

1220  JACKSON  BOULEVARD 
CHICAGO,  ILLINOIS 


July  14,  193- 


Samuel  Frost 
430  Bagley  Street 
Detroit,  Michigan 

Dear  Sir: 

Upon  referring  to  your  account  we 
note  that  the  following  Invoice: 

May  15   $350.00 

still  appears  unpaid  thereon  although 
past  maturity. 

Your  prompt  attention  to  this  Item 
will  be  highly  appreciated. 

Very  truly  yours 
WARREN  TRADING  COMPANY 


HG:CG 


Credit  Manager 


chigan 


We  are  again  obliged  to  call  your 
attention  to  Invoice  of 

May  15   $350.00 
which  Is  now  considerably  past  maturity. 

If  there  Is  any  reason  why  payment 
Is  being  withheld,  kindly  Inform  us. 
Otherwise,  we  will  appreciate  your  check 
by  return  mall. 

Very  truly  yours 
WARREN  TRADING  COMPANY 


HG:CG 


Credit  Manager 


Letter 
No.  2 


Collection  Letter  Series — Letters  No.  1  and  2 
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Letter 
No.  3 


THE  WARREN  TRADING  COMPANY 

1220  JACKSON  BOULEVARD 

CHICAGO,  ILLINOIS 

July  28,  193- 


Samuel  Frost 
430  Bagley  Street 
Detroit,  Michigan 

Dear  Sir: 

We  are  again  compelled  to  call  your 
attention  to  the  following  Invoice: 

May  15   $350.00 

which  Is  now  much  too  old  for  further 
consideration. 

We  must  Insist  that  you  take  care  of 
this  Item  Immediately  so  that  further 
reference  to  the  matter  will  not  be  neces- 
sary. 

Very  truly  yours 

WARREN  TRADING  COMPANY 


HG:CG 


Samuel  Pros 
430  Bagley 
Detroit,  Ml 

Dear  Sir: 

We  have  repeatedly  called  your  atten- 
tlon  to  Invoice  of 

May  15   $350.00 

which  Is  now  close  to  two  months  past 
maturity.  If  we  do  not  receive  a  response 
to  this  communication  by  August  8,  we  shall 
be  obliged  to  draw  on  you  at  sight  for  the 
amount  Involved.  Should  you  refuse  to 
honor  our  draft,  It  will  then  become  neces- 
sary for  us  to  turn  over  your  account  to  our 
attorney. 

Your  compliance  with  our  request  will 
avoid  any  misunderstanding  and  a  great  deal 
of  unpleasantness. 

Very  truly  yours, 

WARREN  TRADING,  COMPANY 


HG:CG  Credit  Manager 

P.S.  We  are  registering  this  letter  to 
assure  ourselves  that  It  reaches  Its  proper 
destination. 


Credit  Manager 


Letter 
No.  4 


Collection  Letter  Series — Letters  No.  3  and  4 
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The  Collection  Letter  in  Series  (Dunning  Letters) 

The  problem  of  collecting  from  customers  on  overdue 
accounts  is  one  that  requires  much  thought,  tact,  and  good 
judgment  on  the  part  of  the  creditor  or  his  representative, 
the  credit  manager.  It  is  quite  important  not  to,  offend  a 
customer  in  a  demand  for  payment.  At  times  it  is  inadvis- 
able to  use  a  collector.  At  other  times  stringent  collection 
methods  must  be  employed  to  compel  payment.  Let  us  take 
an  individual  case  and  observe  how  the  creditor  tried  to 
collect  a  past-due  bill. 

Problem  1.  On  May  15,  1 93-,  Samuel  Frost  bought  $350  worth 
of  merchandise  from  the  Warren  Trading  Co.  on  terms  2/10,  n/60. 
The  Warren  Trading  Co.,  through"  a  tickler  system  by  which  they 
determine  when  their  customers'  bills  fall  due,  found  on  July  14, 
193-  that  Samuel  Frost  had  not  paid  f6r  the  merchandise  purchased 
May  15.  What  method  of  collecting  this  account  did  the  concern 
use? 

You  realize  that  the  Warren  Trading  Co.  wished  to  re- 
mind Samuel  Frost  that  this  account  was  due.  They 
decided  that  a  reminder  only  might  be  sufficient  to  effect 
payment.  A  courteous,  tactful  letter  was  sent  to  Samuel 
Frost  by  the  credit  manager.  This  letter  is  called  a  collec- 
tion letter.  On  page  578  you  will  find  a  copy  of  this  collec- 
tion letter  (letter  No.  1) .  Note  the  following  about  the  letter. 

1.  It  is  a  gentle  reminder  to  the  customer  that  his  ac- 
count is  overdue. 

2.  It  tells  the  customer  how  much  is  overdue. 

3.  It  politely  suggests  that  payment  should  be  made  at 
an  early  date. 

4.  It  states  that  a  prompt  remittance  will  be  appreciated. 
Samuel  Frost  ignored  the  first  collection  letter,  and  the 

credit  manager  of  the  Warren  Trading  Co.  received  no 
reply.  What  was  the  next  step  in  the  procedure  to  collect? 
The  credit  manager  reasoned  that  the  letter  may  not  have 
been  received,  or  that  Samuel  Frost  was  reluctant,  unable, 
or  unwilling  to  make  a  reply.  In  any  case,  he  decided  to 
try  to  keep  him  as  a  customer,  but  at  the  same  time  to 
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urge  early  payment.  Therefore,  the  credit  manager  sent  a 
second  letter  to  him.  Why  was  the  second  letter  a  little 
firmer  in  tone  than  the  first?  A  copy  of  the  second  collection 
letter  is  on  page  578.  Note  how  courteous  the  letter  is  even 
though  it  is  more  insistent  that  payment  be  made. 

No  reply  came  from  Samuel  Frost  to  the  second  letter. 
By  this  time,  the  credit  manager  realized  that  he  might 
not  be  able  to  hold  Samuel  Frost  as  a  customer.  The  third 
letter  sent  to  Samuel  Frost  contained  a  firm  request  for 
payment.  Observe  the  copy  of  the  third  collection  letter 
on  page  579.  The  letter  states  plainly  but  politely  that  pay- 
ment must  be  made. 

The  Warren  Trading  Company  did  not  receive  payment 
from  Samuel  Frost,  even  after  the  sending  of  the  third 
collection  letter.  By  this  time  what  was  decided  about  re- 
taining him  as  a  customer?  A  fourth  and  fined  letter  was 
mailed  to  Samuel  Frost,  in  which  no  attempt  was  made  to 
soften  the  demand  for  payment.  From  the  copy  of  the 
fourth  collection  letter  on  page  579,  you  notice  that  a  clear, 
definite  call  for  payment  is  made  before  a  certain  date, 
otherwise  legal  action  is  threatened.  Why  was  this  letter 
sent  by  registered  mail,  with  a  return  reply  card  requested? 

These  four  collection  letters  sent  by  the  Warren  Trading 
Co.  make  up  what  is  called  a  collection  series.  Why  might 
collection  letter  two  have  been  sent  anyhow,  even  if  Samuel 
Frost  answered,  but  in  a  doubtful,  undecided  manner? 
Under  what  conditions  might  the  credit  manager  phone 
instead  of  sending  collection  letters  one  or  two?  Instead 
of  sending  letter  No.  3,  why  might  the  credit  manager  have 
sent  a  telegram?  Why  not  earlier? 

The  Warren  Trading  Co.  uses  a  standardized  form  for  all 
four  letters  of  the  collection  series.  These  form  letters  may 
be  mimeographed  or  prepared  in  large  quantities  in  some 
other  manner.  Why  does  the  credit  department  prepare 
form  letters  ?  These  collection  letters  are  also  called  dunning 
letters,  since  they  "dun"  customers ;  that  is,  make  a  demand 
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on  them  for  payment.  Usually  each  letter  in  a  series  of  col- 
lection letters  is  given  a  number.  How  can  the  credit  man- 
ager indicate  then  to  his  secretary  or  clerk  the  collection 
letter  to  be  sent? 

Legal  Action  to  Collect  Past-Due  Accounts 

Since  the  Warren  Trading  Co.  received  no  reply  from 
Samuel  Frost  after  mailing  him  the  fourth  collection  letter, 
they  decided  to  place  the  matter  of  collecting  this  account 
in  the  hands  of  their  attorney.  As  is  customary,  the  at- 
torney sent  a  demand  for  immediate  payment  to  Samuel 
Frost.  Upon  refusal  to  pay,  the  lawyer  decided  to  sue  for 
the  money  due.  In  your  later  study  of  commercial  law, 
you  will  learn  how  the  suit  is  carried  on,  and  the  possible 
outcome  of  it. 

Collection  Agencies 

Instead  of  employing  a  lawyer,  some  business  firms  use 
what  are  called  collection  agencies  to  obtain  collection  of 
overdue  accounts.  In  place  of  a  fee  that  the  lawyer  may 
charge,  the  collection  agencies  make  a  collection  charge  of  a 
certain  per  cent  of  the  claim  collected,  usually  from  5%  to 
50%.  Lawyers  at  times  collect  on  this  basis  also.  For  ex- 
ample, a  charge  of  8%  for  collection  may  be  made.  On  a 
claim  of  two  hundred  dollars  collected  by  the  agency  the 
collection  charge  would  be  $16.  At  the  same  rate,  what 
would  the  collection  charge  be  on  a  collected  bill  of  $500? 
of  $150? 
Summary 

Collection  of  customers'  accounts  may  be  accomplished 
through:  (1)  a  collector,  (2)  a  telephone  call,  (3)  a  tele- 
gram, (4)  a  collection  letter  or  a  collection  letter  series 
(called  dunning) ,  (5)  legal  action,  and  (6)  collection  agen- 
cies. 
Business  Vocabulary 

collector  threatened  tactful 

appreciated  insistent  remittance 
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ADDITIONAL    PROBLEMS    AND    SITUATIONS 
GROUP  I 

1.  (a)  Before  sending  collection  letters,  the  credit  depart- 
ment of  William  Cagney  &  Co.  must  determine  definitely  the  due 
dates  of  invoices.  From  the  following  facts  find  the  date  on 
which  each  of  the  invoices  is  due: 

Invoice  No.  Date  Terms  Amount     Due  Date 

986       Aug.  15,  193-        3/10,  n/30         $170.00  ? 

1012       Aug.  16,  193-        5/10,  n/60  350.00  ? 

1024       Aug.  16,  193-         2/30,  n/90  645.00  ? 

1033       Aug.  17,  193-        3/10,  n/30  125.00  ? 

(b)  The  amounts  due  from  the  four  customers  in  (a)  are 
finally  collected  by  an  agency  which  charged  10%  for  its  services. 
Find  the  net  amount  received  on  each  invoice. 

GROUP  II 

1.  A.  R.  Chapman  &  Sons  are  slow  payers,  and  generally  need 
reminders  in   the  form  of  collection  letters.    Why  would   they 
most  likely  not  obtain  the  most  desirable  credit  terms?    What 
effect  has  their  method  of  payment  on  the  amount  of  credit  they 
will  receive? 

2.  Edward  Stamford  has  been  a  steady  customer  of  the  Em- 
pire Trading  Company  for  many  years.    This  customer  pays  his 
bills  regularly,  but  very  frequently  delays  payment  a  week  or  a 
month.    What  change  in  the  regular  collection  procedure  might 
be  made  by  the  credit  department  of  the  Empire  Trading  Com- 
pany in  this  case?   Why  is  the  practice  of  Edward  Stamford  not 
just  to  the  Empire  Trading  Company? 

3.  Daniels  and  Harmon  make  use  of  a  collection  series  of  four 
form  letters.   Show  by  several  illustrations  why  the  procedure  of 
sending  form  letters  at  definite  intervals   to  overdue   accounts 
should  not  be  followed  too  strictly. 

4.  The  credit  department  of  Batchelder  and  Morris,  as  a  gen- 
eral rule,  instructs  the  bookkeeper  to  mail  a  statement  of  account 
to  customers  three  days  after  the  account  becomes  due.    Where 
no  reply  is  received  within  a  week  of  the  due  date  of  an  invoice, 
form  letter  number  one  is  sent.    Thereafter  form  letters  number 
two  and  three  are  sent  after  intervals  of  two  weeks  each.    The 
claim  is  put  into  the  hands  of  a  collection  agency  one  week  after 
the  last  form  is  mailed.    The  dates,  terms,  and*  amounts  of  five 
invoices,  with  information  regarding  mailing  of  collection  letters 
and  final  collection,  are  given  in  the  summary  on  the  next  page. 
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Amount    No.  of  Col- 
Invoice  of       lection  Let- 
Number     Date  of  Invoice    Terms  of  Credit     Invoice    ters  Mailed 
*1588         Mar.  25,  193-      5/10,  2/30,  n/60  $1570.00  3 
1612         Mar.  27,  193-      3/10,  n/30                 375.00  1 
1697         Mar.  29,  193-      5/10, 2/30,  n/60       908.70           3 
1756         Mar.  30,  193-      5/10, 2/30,  n/60       640.00           2 
*1886         Apr.  2, 193-        3/10,  n/30                 260.00           3 

*  Invoices  No.  1588  and  No.  1886  are  collected  by  the  agency 
at  a  charge  of  8%. 

(a)  What  is  the  due  date  of  each  invoice? 

(b)  On  what  date  was  a  statement  of  account  mailed  to  each 
customer? 

(c)  When  was  form  letter  No.  1  sent  to  each  customer? 

(d)  On  what  date  was  form  letter  No.  2  sent  to  each  of  the 
four  customers,  and  form  letter  No.  3  to  each  of  the  three  cus- 
tomers ? 

(e)  How  much  was  received  on  each  of  the  invoices  No.  1588 
and  No.  1886  after  deducting  the  collection  agency  fee? 


LESSON  14 

SIGHT  DRAFTS  TO  COLLECT  OVERDUE  ACCOUNTS; 
SIGHT  DRAFT,  BILL  OF  LADING  TRANSACTIONS 

The  collection  of  overdue  accounts  by  the  method  of 
a  collection  letter  series  is  not  applicable  to  all  customers 
and  to  all  cases.  This  was  shown  in  the  previous  lesson. 
In  this  lesson,  another  means  of  collection  of  overdue  ac- 
counts will  be  treated. 

Problem  1.  The  firm  of  Brown  &  Scott,  Detroit,  Michigan, 
wholesalers  in  dry  goods,  sold  merchandise  amounting  to  $125  to 
Martin  Walsh,  a  retail  dry  goods  merchant,  at  614  Market  Street, 
City.  The  bookkeeper  at  Brown  &  Scott  noted  that  Martin  Walsh 
had  an  account  in  a  branch  of  the  Traders'  Bank  Trust  Co.,  lo- 
cated near  his  place  of  business.  This  information  had  been  obtained 
from  checks  received  in  previous  remittances  from  Martin  Walsh. 

On  May  8,  193—,  the  bill  for  the  merchandise  fell  due  but  no  re- 
mittance was  obtained  from  Martin  Walsh.  As  part  of  the  regular 
office  procedure,  the  credit  manager  sent  a  letter  reminding  him  to 
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make  payment.  Martin  Walsh  phoned  that  he  was  short  of  cash  at 
the  time,  but  would  pay  his  bill  in  a  week.  By  May  15,  Brown  &  Scott 
did  not  receive  a  check.  The  second  letter  of  the  collection  series 
was  now  sent.  Martin  Walsh  wrote  that  he  would  try  to  pay  a  few 
days  later.  The  credit  manager  therefore  did  not  deem  it  advisable 
to  continue  with  the  collection  letter  series.  He  felt  rather  certain 
that  instead  of  using  any  more  collection  letters  the  firm  might  enlist 
the  services  of  Brown  &  Scott's  bank,  the  Broadway  National  Bank, 
to  aid  them  in  the  collection  of  the  bill.  How  did  the  bank  actually 
assist  in  collecting  this  bill? 

You  understand  that  since  Martin  Walsh  owed  Brown  & 
Scott  $125  and  th£  due  date  h^d  passed,  they,  had  a  right 
to  order  him  to  pay.  In  addition  the  invoices  of  Brown  & 
Scott  bore  the  following  footnoter^We"  ^reserve  the  right 
to  draw  at  sight  for  the  full  amount"  of  the  bill/when  the 
bill  becomes  due  and  payable."  Ta'eriabTe  their  bank  to 
help  in  collection,  Brown  &  Scott  made  a  Written  demand 
upon  Martin  WaTsffin which  he  was  requested  to  ply  as 
soon  as  the  demand  was  presented  to  him  by  the  Broadway 
National  Bank.  Such  a  written  demand  is  called  a  sight 
draft.  Let  us  learn  what  a  sight  draft  is,  how  it  is  drawn, 
and  how  it  is  used  by  the  bank  as  a  method  of  collection. 

What  a  Sight  Draft  Contains 

The  sight  draft  used  in  this  case  contained  a  demand  by 
the  drawer,  Brown  &  Scott,  on  the  drawee,  Martin  Walsh, 
to  pay  at  sight  or  on  demand,  to  the  order  of  the  Broadway 
National  Bank,  the  sum  of  $125.  The  completed  sight 
draft  on  page  586  gives:  (1)  the  place  and  date  the  sight 
draft  was  drawn,  Detroit,  Mich.,  May  18,  193-,  (2)  the 
words  at  sight,  preceding  the  printed  words  "Pay  to  the 
order  of,"  (3)  the  name  of  the  payee,  The  Broadway  Na- 
tional Bank,  (4)  the  face  of  the  draft,  $125,  in  figures  and 
in  words,  (5)  the  printed  words,  "Charge  to  the  account  of," 
(6)  the  name  of  the  drawer,  Brown  &  Scott,  the  party  to 
whose  account  the  draft  was  to  be  charged,  (7)  the  name  of 
the  drawee,  Martin  Walsh,  on  whom  the  demand  to  pay 
the  Broadway  National  Bank  is  made  by  Brown  &  Scott. 
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This  type  of  sight  draft  is  called  a  three-party  sight-draft. 
What  other  negotiable  instruments  have  three  parties? 
What  are  the  three  parties  in  these  instruments  called? 

The  Bank  as  Collection  Agency  of  the  Sight  Draft 

The  sight  draft  drawn  by  Brown  &  Scott  was  placed  in 
the  hands  of  the  Broadway  National  Bank.   What  was  the 
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bank  expected  to  do  with  it?  They  learned  from  Brown  & 
Scott  that  Martin  Walsh  had  an  account  in  the  Market 
Street  branch  of  the  Traders'  Bank  &  Trust  Co.  They  pre- 
sented the  draft  for  payment  to  the  latter  bank  rather  than 
to  Martin  Walsh  personally.  Martin  Walsh  was  notified 
by  his  bank  that  a  sight  draft  was  drawn  on  him  for  $125. 
Martin  Walsh  could  hardly  refuse  to  pay  the  sight  draft 
under  these  conditions.  Why?  He  therefore  instructed  his 
bank  to  pay  it  for  him.  This  meant  that  the  draft  was 
"honored"  and  the  amount  deducted  from  or  charged  to 
his  account.  In  turn,  the  Traders'  Bank  &  Trust  Co.  paid 
the  Broadway  National  Bank.  The  latter  then  informed 
Brown  &  Scott  that  the  sight  draft  had  been  collected.  The 
account  of  Brown  &  Scott  was  credited  for  $125  and 
charged  for  the  service  fee  (or  credited  for  the  net  pro- 
ceeds of  the  draft) . 

If  Martin  Walsh  had  refused  to  accept  and  pay  the  sight 
draft,  it  would  have  meant  that  he  had  dishonored  the 
draft.  Why  might  legal  action  have  been  the  next  step? 
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Sight  Draft,   Bill   of  Lading  Transaction — Collection   Before 
Delivery  of  Freight  Shipment 

The  sight  draft  mentioned  in  the  previous  paragraph, 
with  the  bank  as  a  collecting  agent,  is  not  the  only  use  of 
the  sight  draft  for  collection  purposes.  In  fact  its  use  for 
collecting  overdue  accounts  is  much  rarer  than  its  use  for 
collecting  on  merchandise  sold  on  sight  draft  (or  cash) 
terms,  through  a  bill  of  lading.  The  method  of  collecting  on 
cash  sales  to  customers,  to  whom  goods  are  shipped  by 
freight,  in  which  the  sight  draft  and  the  order  bill  of 
lading  are  employed  was  explained  in  Unit  10,  Lesson  6. 
However,  we  shall  present  another  problem  to  observe  just 
how  the  sight  draft  is  written,  and  to  review  how  payment 
is  obtained. 

Problem  2.  On  May  25,  193—,  one  of  the  salesmen  of  Brown  & 
Scott  mailed  an  order,  amounting  to  $245.60,  that  he  had  obtained 
from  Charles  Armstrong,  located  at  1812  Broad  Street,  Chicago, 
Illinois.  The  goods  were  sold  on  terms  "sight  draft,  less  3%,"  and 
were  to  be  shipped  by  freight.  What  was  the  procedure  for  shipping 
the  goods  and  for  obtaining  payment? 

As  was  explained  in  Lesson  6  of  Unit  10,  the  goods,  or 
rather  the  order  bill  of  lading  that  enabled  the  consignee 
to  obtain  the  goods,  were  not  to  be  delivered  to  Charles 
Armstrong  before  payment  on  the  sight  draft  is  made. 

Let  us  be  reminded  that  the  procedure  for  shipping  the 
goods  involved:  (1)  the  preparation  of  the  goods  for  ship- 
ping, (2)  the  making  out  of  three  copies  of  the  order  bill 
of  lading,  (3)  the  making  out  of  the  sight  draft,  (4)  the 
transfer  of  the  goods  to  the  common  carrier,  the  railroad, 
for  shipment  to  Charles  Armstrong.  You  may  review  for 
yourself  steps  1,  2,  and  4,  in  Unit  10  on  Shipping  Goods. 
Let  us  now  prepare  the  sight  draft. 

Note  that  the  sight  draft  must  show  these  facts:  the 
place  where  the  sight  draft  is  drawn;  the  date,  May  27, 
193-  (the  date  of  shipment)  ;  the  name  of  the  payee,  the 
Broadway  National  Bank,  that  will  collect  the  sight  draft; 
the  amount  of  the  draft,  $238.23  ($245.60  less  3%)  ;  the 
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name  of  the  drawer,  Brown  &  Scott;  and  the  name  of  the 
drawee,  Charles  Armstrong.  Now  compare  the  completed 
sight  draft  with  the  illustration  on  page  586. 

The  steps  in  obtaining  payment  will  be  briefly  stated,  as 
they  have  been  indicated  in  Unit  10,  Lesson  6: 

1.  The  sight  draft  and  original  order  bill  of  lading  were 
given  to  the  Broadway  National  Bank. 

2.  The  Broadway  National  Bank  endorsed  both  the  sight 
draft  and  the  bill  of  lading  to  the  order  of  the  Mid-Western 
National  Bank  in  Chicago,  111.   (called  the  "correspondent 
bank"  of  the  Broadway  National  Bank  which  has  an  ac- 
count with  them) ,  and  mailed  both  to  the  latter. 

3.  The    Mid-Western    National    Bank    notified    Charles 
Armstrong  that  a  sight  draft  was  drawn  on  him  for  goods 
purchased  by  him  from  Brown  &  Scott,  for  which  they 
have  the  order  bill  of  lading.    The  Mid-Western  National 
Bank  transferred,  by  endorsement,  the  order  bill  of  lading 
to  Charles  Armstrong,  after  payment  by  him  of  the  sight 
draft. 

These  goods  were  shipped  by  freight  to  Charles  Arm- 
strong. Why  would  they  have  been  sent  C.  0.  D.  if  shipped 
by  express?  Who  would  have  collected  for  the  goods  and 
turned  over  the  amount,  less  a  service  fee,  to  Brown  & 
Scott?  If  the  goods  were  sold  on  credit,  sixty  days  for 
example,  why  might  a  time  draft  (a  draft  drawn  "sixty 
days  after  sight,"  or  "sixty  days  after  date"  instead  of  "at 
sight")  have  been  drawn  on  Charles  Armstrong?  What 
other  form  of  negotiable  instrument  might  also  have  been 
used? 

Summary 

The  sight  draft  may  be  used  to  collect  overdue  accounts, 
with  a  bank  acting  as  collecting  agent.  A  sight  draft,  at- 
tached to  an  order  bill  of  lading,  is  a  means  of  collecting 
on  freight  shipments  sold  on  a  cash  basis.  A  sight  draft 
contains:  (1)  the  place  and  date  drawn,  (2)  the  words  "at 
sight  pay  to  the  order  of,"  (3)  the  payee's  name,  (4)  the 
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amount  in  figures  and  in  words,  (5)  the  printed  words 
"charge  to  the  account  of,"  (6)  the  drawer's  name — the 
party  who  makes  out  the  draft,  (7)  the  drawee's  name — 
the  party  who  pays  the  draft. 

Business  Vocabulary 

applicable  dishonored  overdue 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

REVIEW  PROBLEMS  TO  TEST  ARITHMETICAL 
ACCURACY  AND  SPEED 

1.  What  is  the  total  of  the  following  purchases  made  out  of 
petty  cash  in  the  office  of  Hamilton  &  Co.  ? 

600  index  cards   @  25c  per  C. 

8  doz.  string  envelopes @  2  doz.  for  30c 

300  2c  stamps 

200  3c  stamps 

2.  Mrs.  Batson  purchases  a  radio  for  $75,  paying  $5  down,  and 
$5  a  week.  How  many  weekly  payments  does  she  make  to  pay  the 
balance  due? 

3.  Turner  &  Folsom  sell  to  customers  on  terms  2/10,  n/60. 
Find  due  dates  for  invoices  dated:  May  17,  August  29,  Septem- 
ber 5,  October  24,  November  30. 

4.  Find  the  dates  of  maturity  of  notes  whose  "dates"  and 
"time  to  run"  are: 

(a)   Aug.  15,  30  days,    (b)   Feb.  18,  2  months,    (c)   July  24, 
60  days,  (d)   Apr.  3,  3  months,   (e)    Nov.  18,  90  days. 

5.  Using  the  following  facts,  what  is  the  total  of  deposit  made 
by  each  depositor? 

M  (b)  (c) 

Bills  $359.00  $75.00 

Coins  18.50 

Checks     $109.70  58.75  113.60 

58.95  446.80  258.70 

376.60  27.60  135.90 

255.80  359.05  49.80 

17.00  168.80  567.00 

456.76  37.73  9.80 

39.40  208.90  348.75 

Total  $ . .  $ .  .  $ .  . 
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GROUP  II 

1.  Steven  Dupont  bought  merchandise  from  Vaughn  &  Co. 
amounting  to  $175,  on  April  24,  193-,  on  terms  net,  thirty  days. 
A  week  after  the  due  date  of  the  invoice,  Vaughn  &  Co.  draw  a 
sight  draft  on  Steven  Dupont  to  pay  the  $175  to  the  order  of  the 
Colonial  Bank  &  Trust  Co.   Why  is  it  fair  under  the  law  for  the 
former  to  have  a  right  to  order  the  latter  to  pay  the  bank? 

2.  On  August  28,  193-,  goods  sold  for  $360  were  shipped  by 
the  firm  of  Weaver  &  Co.,  Chicago,  111.,  to  S.  W.  Struthers,  De- 
troit, Michigan.    The  terms  of  sale  were  "sight  draft,  less  2%." 
The  sight  draft  was  drawn  on  the  date  of  shipment,  and  made 
payable  to  the  order  of  the  Security  National  Bank  of  Chicago  to 
whom  the  sight  draft  and  order  bill  of  lading  were  given. 

(a)  Prepare  the  sight  draft  turned  over  to  the  bank. 

(b)  On  the  back  of  the  draft  show  the  endorsement  by  the 
Security  National  Bank  of  Chicago  to  its  correspondent  bank, 
the  Traders'  National  Bank  of  Detroit. 

(c)  Describe  the  steps  followed  in  the  final  disposition  of  the 
sight  draft  and  bill  of  lading,  and  in  the  collection  of  the  $175. 
(Use  diagram,  if  preferred.) 

(d)  Assuming  that  Weaver  and  Co.  intends  to  collect  the  $175 
without  the  aid  of  the  bank,  to  whose  order  would  the  draft  be 
drawn  ? 

3.  Prepare  the  sight    draft    drawn  to  their  own  order  by 
Weaver  &  Co.  (see  problem  2)  on  a  customer,  A.  W.  Holmes,  for 
goods  shipped  September  15,  193-,  amounting  to  $358.75,  terms: 
sight  draft,  less  2%.  What  two  parties  to  the  draft  are  the  same 
concern  ? 


LESSON  15 
COMMERCIAL  BANK  SERVICES 

Commercial  banks  offer  a  number  of  services  to  their 
depositors  and  to  the  public  in  general.  These  services  are 
often  of  vital  importance  to  the  parties  who  receive  them. 
It  is  to  be  expected  that  for  most  of  the  services  the  bank 
will  get  some  form  of  return  or  payment.  Therefore  it  is 
reasonable  to  say  that  commercial  bank  services  are  of 
mutual  benefit  to  the  bank  and  to  the  receiver  of  the  serv- 
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ices.  In  the  course  of  our  explanation  of  commercial  bank 
services,  we  shall  have  occasion  to  explain  the  value  of  each 
of  the  bank's  services  to  the  public,  and  the  benefit  derived 
by  the  bank. 

The  Checking  Account 

The  checking  account  service  is  the  most  important  of  all 
commercial   bank   services   and   distinguishes   commercial 
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banks  from  other  kinds  of  banks.  In  lessons  six  to  eleven 
of  this  unit  the  use  of  the  checking  account  and  its  ad- 
vantages to  the  depositor  and  to  the  bank  were  taken  up 
in  detail.  Two  special  services  in  connection  with  the  check- 
ing account  which  were  not  previously  considered  will  be 
treated  under  the  next  two  services  of  commercial  banks. 

Certification  of  Checks 

An  ordinary  check  may  not  be  accepted  by  the  seller  in 
a  cash  sale.  In  that  case  the  buyer  can  have  the  check  certi- 
fied at  his  bank.  This  certification  of  the  check  will  make 
it  acceptable  to  the  seller  because  it  is  now  guaranteed  for 
payment  by  the  bank.  Above  is  an  illustration  of  a 
check  drawn  by  the  H.  Banner  Co.,  the  buyer,  to  the  order 
of  the  Superior  Furniture  Co.,  the  seller,  with  the  bank's 
certification.  If  the  seller  is  doubtful  about  an  ordinary 
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check  received  from  a  customer,  he  himself  may  have  it 
certified  at  the  customer's  bank  on  which  the  check  is 
drawn. 

Stopping  Payment  on  Checks 

A  depositor  who  loses  a  check  that  he  has  drawn  may 
call  upon  his  bank  to  stop  payment  on  it.    Below  is  an 


A^.njhNft.      25635                                   n*t«       Aug.  8, 

1Q3   - 

To  The  Public  National  Bank  and  Trust  Company 

Midtoim                                 BRANCH 

25 

Please  Stop  Payment  on  the  following  Check: 

Niiiphftr     2754             TW*   July  5f                              1Q3-         Amount   $    140. 

Payable  to  the  order  of         ,  ^illiam  Tonne 

NOTE-In  receiving  this  Stop  Payment  Notice,  it  it  agreed  that  thu  Bank 

a-^^^^^^^y 

\.          ( 

Date  Received                                  10.1                             Window  ™*rlr 

J^gw  0    K                                                                                                    P-ying  TV1W  ft    K 

FORM  »«7  *OM  -  1  -  ••  fO 

Stop  Payment  Notice 

illustration  of  the  form  required  by  the  bank  to  be  signed 
by  the  depositor  who  asks  for  the  service  of  stopping  pay- 
ment on  his  check.  A  "stop  payment"  notice  also  may  be 
issued  on  your  note  payable  at  your  bank. 

Let  us  now  consider  other  services  of  commercial  banks 
not  necessarily  confined  to  depositors  or  to  their  checking 
accounts. 

Collection  Service 

How  the  commercial  bank  is  used  as  a  collection  agent 
on  sight  drafts  has  been  explained  in  the  previous  lesson. 
You  realize  also  that  the  checks  deposited  in  your  checking 
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account  must  be  collected  by  the  bank.  How  this  is  done 
was  explained  in  Lesson  9  of  this  unit.  The  commercial 
bank  collects  other  negotiable  paper,  such  as  notes,  trade 
acceptances,  and  time  drafts. 

Safe  Deposit  Vault  Service 

Valuables   of  all   kinds — money,   jewels,   stocks,   bonds, 

legal  papers — can  be 
stored  with  safety 
in  boxes  and  com- 
partments in  the 
safe  deposit  vaults 
of  commercial  banks. 
On  the  payment  of 
an  annual  rental, 
you  may  obtain  the 
key  to  a  safe  deposit 
box  or  compart- 
ment. On  this  page 
you  will  see  a  pic- 
ture of  different 
sizes  of  boxes  used 
for  the  safe-keep- 
ing of  valuables.  In 
some  cases  safe  de- 

Photo  by  Ewing  Galloway     posit      Vaults      are 

Safe  Deposit  Boxes  owned  and  operated 

by  private  companies,  not  banks  necessarily.    Safe  deposit 
service  is  offered  to  the  public  and  is  not  restricted  to  de- 
positors only. 
Financial  Advice 

Commercial  banks  and  other  banking  institutions  offer 
free  advice,  usually  to  depositors  who  wish  to  make  invest- 
ments in  stocks  or  bonds,  in  real  estate,  or  in  business. 
This  free  financial  advice  brings  business  to  the  bank. 
Banks  themselves  are,  as  a  general  rule,  not  permitted  to 
sell  stocks  or  bonds. 
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Travelers'  Checks 

People  who  take  trips  either  for  pleasure  or  for  business 
often  buy  what  are  called  travelers'  checks.  Below  are 
illustrations  of  two  very  common  types  of  travelers'  checks 
sold  by  commercial  banks  and  other  institutions.  A  fee, 
generally  reckoned  at  a  certain  amount  per  $100  of  travel- 
ers' checks,  is  charged.  The  checks  come  in  varying  de- 


Courtesy:  American  Express  Co. 


Courtesy:  National  City  Bank  of  N.   Y» 

Types  of  Traveler's  Check 
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nominations,  $10,  $20,  $50,  $100,  and  can  be  cashed  at 
all  banks,  hotels,  and  at  many  other  business  establish- 
ments. 

Cashiers'  Checks 

Below  is  an  illustration  of  a  cashier's  check  issued  to  pay 
a  bill.  The  bank  keeps  an  account  of  its  own  just  like  other 
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Cashier's  Check 

depositors,  and  the  cashier  draws  a  cashier's  check  on  this 
account.  These  checks  are  handled  in  the  same  way  as 
those  of  other  depositors. 

Thrift  Accounts 

Commercial  banks  operate  a  savings  or  thrift  account 
department  in  which  savings  are  acceptable  from  anyone. 
Sometimes  provision  is  made  for  Christmas  Club  accounts, 
another  plan  for  saving.  Depositors  may  arrange  to  have 
the  weekly  payments  to  the  Christmas  Club  deducted  from 
their  checking  accounts.  Thrift  and  savings  accounts  will 
be  treated  in  detail  in  Unit  17. 

Letters  of  Credit  and  Foreign  Exchange 

For  travelers  in  this  country  or  abroad,  who  desire  to 
carry  substantial  sums  of  money  in  a  form  other  than 
money  itself,  the  commercial  bank  sells  letters  of  credit. 
One  is  shown  on  the  next  page.  The  traveler  can  turn  this 
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letter  of  credit  into  money  in  one  lump  sum  or  in  instal- 
ments. Travelers  in  foreign  countries  may  purchase  from 
commercial  banks,  and  other  agencies,  foreign  money,  and 
foreign  exchange  drafts  for  use  in  these  countries.  Money 
can  be  transferred  by  cable  (cable  transfers) . 


Letter  of  Credit 
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Summary 

A  commercial  bank  offers  various  services  to  its  depos- 
itors and  to  other  persons.  The  benefit  to  the  bank  is  in 
the  form  of  interest  earned  on  loans,  investments,  etc., 
made  with  depositors'  money,  or  by  service  fees.  In  addi- 
tion to  the  checking  account  service  (described  earlier  in 
the  unit),  commercial  banks  certify  checks,  stop  payment 
on  checks,  collect  notes  and  other  forms  of  negotiable 
paper,  provide  safe  deposit  facilities,  furnish  financial  ad- 
vice, sell  travelers'  checks,  issue  cashiers'  checks,  open  thrift 
or  savings  accounts  (in  some  cases),  and  sell  letters  of 
credit  and  foreign  exchange. 

Business  Vocabulary 

mutual  certified  acceptable 

certification  distinguishes  valuables 

destroy 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  At  75c  per  $100  find   the   service  fee  for  each  of  these 
amounts  of  travelers'  checks:    (a)   $200,    (b)   $600,    (c)   $1000, 
(d)  $480,  (e)  $820. 

2.  The  Globe  &  Bank  Trust  Co.  collected  two  notes  of  $400 
and  $600,  and  made  a  collection  charge  of  1/5%  on  each.    How 
much  was  the  collection  charge  for  each  note? 

GROUP  11 

1.  The  H.  Banner  Co.  receives  a  check  of  $500  from  a  cus- 
tomer and  has  it  certified.    If  the  bank  on  which  the  check  is 
drawn  closes  its  doors   (becomes  bankrupt)  before  the  check  is 
completely  cleared,  why  should   the  H.   Banner  Co.   suffer  any 
possible  loss?    Who  would  have  been  obliged  to  pay  the  entire 
$500  if  the  check  had  not  been  certified? 

2.  Travelers'  checks,   letters   of  credit,   foreign  bills  of  ex- 
change, etc.,  are  cashed  readily  by  banks  and  large  business  es- 
tablishments. What  reason  is  there  for  this? 

3.  The  A.  M.  Storer  Co.,  Chicago,  111.,  has  a  note  of  $1,575, 
signed  by  Richard  Wentworth,  of  Boston,  Mass.,  payable  at  the 
State  Bank   of    Boston.  The  note  was  left  at  their  bank,   the 
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Colonial  Bank  and  Trust  Co.  of  Chicago,  for  collection  by  the  A. 
M.  Storer  Co. 

(a)  Describe  in  detail  just  how  the  note  was  collected. 

(b)  At  1/5%  what  was  the  amount  of  the  service  fee? 


LESSON  16 

COMMERCIAL  BANK  SERVICES  (Cont.):  MAKING 
LOANS,  DISCOUNTING  NOTES 

Making  Loans 

Next  to  the  checking  account  service  in  importance  is 
one  that  is  concerned  with  the  making  of  loans.  Commercial 
banks  lend  money  to  depositors  and  to  others  for  which  an 
interest  charge  is  made  in  advance,  or  at  stated  intervals, 
or  at  the  time  the  loan  is  paid.  These  loans  may  be  made 
on  such  security  as  stocks,  bonds,  real  estate,  etc.  (called 
collateral),  or  simply  on  the  business  reputation  of  a  firm. 
They  are  made  also  on  what  is  called  the  "personal  loan 
plan" — a  plan  by  which  the  note  signed  by  the  borrower 
has  one  or  more  "comakers"  who  guarantee  payment. 
These  personal  loans  generally  are  paid  in  monthly  instal- 
ments which  include  interest.  In  this  lesson  we  shall  treat 
particularly  of  loans  made  on  notes,  with  or  without  col- 
lateral, issued  by  the  borrower  himself  or  those  received 
by  the  borrower  from  customers.  In  either  case,  the  bor- 
rower is  discounting  or  receiving  cash  on  a  note,  though  it 
is  often  said  in  the  second  instance  that  he  is  selling  a  note 
rather  than  borrowing  on  it.  In  lesson  four  of  this  unit,  an 
illustration  of  the  method  of  borrowing  money  on  a  note 
was  given  in  general  terms.  Now  we  shall  have  additional 
problems  to  illustrate  how  notes  are  discounted,  and  how 
the  sum  received  on  notes  discounted  is  figured. 

Discounting  the  Maker's  Own  Note 

Problem  1.  Walter  Adams,  a  retail  hardware  merchant,  is  in 
business  at  Vine  and  South  8th  Streets,  Philadelphia,  Pa.  A  number 
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of  his  steady  patrons  have  gradually  moved  to  West  Philadelphia. 
He  figures  that  it  will  pay  to  start  a  branch  store  in  that  part  of  the 
city.  However,  he  has  not  enough  ready  cash  on  hand  tp  open  the 
new  store.  He  decides  to  obtain  a  loan  of  $2500  from  his  bank. 
How  will  he  go  about  procuring  this  loan? 

On  September  10,  193-,  Walter  Adams  applies  to  the 
manager  of  his  bank,  The  Keystone  State  Bank,  for  a  loan 
of  $2500.  On  September  13,  193-,  the  bank  decides  to  grant 
the  loan,  to  be  paid  in  ninety  days.  However  the  bank  asks 
him  to  make  out  a  ninety-day  note  to  their  order.  Why? 

The  manager  now  proceeds  to  discount  the  note,  that  is, 
to  find  the  cash  value  or  proceeds  of  the  note.  The  bank 
discount  of  $37.50  (90  days'  discount  or  interest  on  $2500 
at  6%)  is  deducted  from  the  face  of  the  note,  $2500,  leav- 
ing the  proceeds,  $2462.50,  the  amount  of  cash  or  credit  in 
his  checking  account,  received  by  Walter  Adams  on  his 
note.  At  the  date  of  maturity,  December  12,  193-  (ninety 
days  after  the  date  of  the  note) ,  Walter  Adams'  account  is 
charged  for  $2500,  or  he  may  pay  the  note  in  cash. 

Discounting  a  Customer's  Note 

In  Lesson  Four  of  this  unit,  the  firm  of  Parker  &  Sloan 
sold  merchandise  to  a  number  of  customers  on  their 
notes.  On  page  517  is  an  illustration  of  one  of  these  notes. 
The  firm  decides  to  sell  this  note;  that  is,  discount  it  at 
their  bank  before  it  falls  due.  As  this  note  will  be  dis- 
counted after  the  date  it  was  made,  the  method  of  figuring 
the  proceeds  will  differ  somewhat  from  that  shown  in  Prob- 
lem 1  above. 

Problem  2.  On  September  21,  1 93-,  the  firm  of  Parker  &  Sloan 
asks  the  manager  of  their  bank  to  discount  the  note  written  in  their 
favor,  signed  by  Frank  Gorman  (see  page  517).  As  the  maker  and  the 
payee  on  the  note  are  both  "good  for  payment"  at  maturity,  the 
bank  manager  agrees  to  discount  the  note.  What  full  endorsement 
is  made  by  Parker  &  Sloan  when  it  transfers  the  note  to  the  Kenmore 
Bank?  What  are  the  proceeds  of  the  note? 

The  steps  in  figuring  the  proceeds  of  the  note  are  as 
follows : 
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Step  1 — Finding  the  date  of  maturity: 

Date  of  note,  September  15,  193- 
Time  of  note,  sixty  days 

Date  of  maturity — sixty  days  after  Sept.  15,  193-, 
Nov.  14,  193- 

Step  2 — Finding  the  time  of  discount: 

Date  of  discount,  Sept.  21,  193- 
Date  of  maturity,  Nov.  14,  193- 
Time  of  discount — number  of  days  between  date 
of  discount  and  date  of  maturity — 54  days. 

Step  3 — Finding  the  discount  on  the  face  of  the  note: 

Face  of  note,  $240,  is  discounted  for  54  days,  at 
6% 

$2.40—60  days'  discount 

1.20—30  days'  discount 
.80 — 20  days'  discount 
.16 —  4  days'  discount 

$2.16 — 54  days'  discount 

Step  4 — Finding  the  proceeds: 

Face  of   note     —  $240.00 
Bank    discount   —         2.16 

Proceeds  —  $237.84 

Business  men  generally  find  that  it  is  to  their  advantage 
to  discount  their  customers'  notes  at  once  rather  than  to 
wait  for  payment  at  maturity.  The  cash  that  they  receive 
from  the  bank  on  these  notes  can  be  so  profitably  employed 
that  they  can  afford  to  lose  the  bank  discount. 

If  a  customer's  note  is  discounted  on  the  very  date  of 
the  note,  you  realize  that  the  bank  will  charge  for  the  time 
the  note  runs.  For  example,  on  a  customer's  ninety-day  note 
for  $500,  discounted  on  the  date  of  the  note,  the  bank's 
charge  (that  is,  the  bank  discount)  will  be  ninety  days' 
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interest  (paid  in  advance)  on  $500  or  $7.50,  and  the  pro- 
ceeds $492.50.  In  such  cases  the  steps  in  finding  the  date 
of  maturity  and  the  time  of  discount  are  not  necessary. 
You  found  the  same  situation  in  problem  1  of  this  lesson 
in  figuring  the  proceeds  of  the  maker's  own  note. 

Other  credit  instruments  not  payable  at  sight,  such  as 
trade  acceptances  and  time  drafts,  may  be  discounted  just 
like  notes. 

Discounting  Interest-Bearing  Notes 

In  problem  No.  3,  Lesson  4,  of  this  unit  the  firm  of 
Parker  &  Sloan  received  a  thirty-day  note  of  $178.50  from 
George  Talbot  with  interest  at  6%.  This  type  of  note  is 
called  an  interest-bearing  note,  and  must  be  clearly  distin- 
guished from  non-interest-bearing  notes;  that  is,  notes  on 
which  interest  is  not  paid. 

Interest-bearing  notes  are  often  discounted,  but  it  is  not 
our  purpose  to  show  the  steps  in  finding  the  proceeds  of 
such  notes.  The  student  will  learn  the  process  in  his  later 
study  of  commercial  arithmetic. 

Summary 

An  important  service  of  commercial  banks  is  "making 
loans,"  with  or  without  collateral.  The  bank  discounts  the 
notes  of  the  maker  or  of  his  customers,  and  thus  lends  its 
credit.  Discounting  a  note  involves  the  finding  of  (1)  the 
time  of  discount,  (2)  the  bank  discount  (advance  interest), 
(3)  the  proceeds.  Interest-bearing  notes  are  payable  with 
interest  for  the  time  the  note  runs.  Trade  acceptances, 
time  drafts,  and  interest-bearing  notes  may  be  discounted 
like  ordinary  non-interest-bearing  notes. 

Business  Vocabulary 

payable  collateral  discounting 

advance  borrowing  interest-bearing 

proposition  ninety 
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ADDITIONAL    PROBLEMS    AND    SITUATIONS 
GROUP  I 

1.  On  August  12,  193-,  the  firm  of  Charles  and  Davenport 
discounted  three  customers'  notes  at  6%.    The  date,  face,  and 
"time  to  run"  of  the  notes  were  respectively  as  follows : 

(a)   July  13,  193-,  $1200,  60  days;   (b)  August  2,  193--,  $300, 
30  days;  (c)  August  12,  193-,  $750,  2  months. 

(1)  For  each  of  the  notes  find  the  date  of  maturity,  the 
time  of  discount,  and  the  proceeds. 

(2)  For  notes  (a)  and  (b)  find  the  time  of  discount  with- 
out obtaining  the  date  of  maturity. 

2.  Charles   and   Davenport  discounted  their  own    sixty-day 
note  of  $1500  at  the  bank,  the  rate  of  discount  being  6%.   What 
credit  did  they  receive  for  the  proceeds  ? 

3.  Baxter  &  Walker  obtained  two  interest-bearing  notes  from 
customers  and  kept  them  until  maturity,  when  they  were  paid. 
In  each  of  the  notes  following,  determine  the  amount  received 
from  each  customer  on  the  date  of  maturity: 

Face  of  Note  Time  of  Note  Interest  Rate 

$  250  60  days  6% 

1200  3  months  6% 

GROUP  II 

1.  On  October  5,  193-,  the  firm  of  S.  Thomas  &  Sons  bor- 
rowed from  their  bank  $2400  on  a  two-months'  note,  and  gave  ten 
bonds  as  collateral.    On  December  5,   193-,  S.  Thomas  &  Sons 
were  unable  to  meet  their  note.    The  bank  refused  to  renew  the 
note ;  that  is,  to  grant  an  extension  of  time.   The  ten  bonds  were 
sold  by  the  bank  for  $2800  on  December  11,  193-.    To  whom  did 
the  extra  sum  of  $400  belong?  Why  was  the  bank  entitled  to 
interest  from  December  5  to  December  11? 

2.  Charles  Devons  secures  the  signature  of  his  friend,  Arthur 
Tracey,  as  a  cosigner    (or  comaker)    on  a  personal  loan  note, 
for  $125.   What  obligation  does  this  create  for  Arthur  Tracey? 

3.  In  Problem   2,  page   599,   Parker  &  Sloan   endorsed  the 
note  of  their  customer,  Frank  Gorman,  when  they  discounted  it 
at  the  Kenmore  Bank.    What  responsibility  falls   upon  Parker 
&  Sloan  because  of  their  endorsement? 

4.  Parker  &  Sloan  discounted  at  6%  their  ninety-day  note  for 
$3600  at  the  bank  and  received  credit  for  the  proceeds. 

(a)   What  was  the  amount  of  credit  received?    (b)  On  the  date 
of  maturity,  what  will  the  bank  do  about  this  account? 
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5.     During  November  Parker  &  Sloan  discounted   three  cus- 
tomers' notes.   From  the  following,  find  the  proceeds  of  each: 

Date  of  Note  Face        Time  of  Note    Date  of  Discount 

*(a)   Oct.  21,  193-  $320         60  days  Nov.    5,193- 

(b)   Oct.  14,  193-  275  3  months          Nov.  15,  193- 

*(c)   Nov.  14,  193-  660         30  days  Nov.  24, 193- 

*  A  short  method  of  finding  "the  time  of  discount"  may  be 
used  in  (a)  and  (c). 
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UNIT  XVI 
THRIFT  AND  SAVING 

LESSON   1 
HOW  THRIFT  AND  SAVING  ARE  RELATED 

The  Meaning  of  Thrift 

Whether  at  home  or  in 
business,  a  person  is  vitally 
interested  in  the  income  or 
earnings  which  he  receives, 
either  as  a  weekly  allowance, 
or  a  salary,  or  a  profit,  or  a 
return  on  invested  money — 
or,  perhaps  as  a  combination 
of  two  or  more  of  these.  Is 
this  same  person  who  receives 
an  income  (or  earnings)  as 
vitally  interested  in  the  way 
in  which  he  uses  up,  or  con- 
sumes it?  Does  he  understand 
the  importance  of  prudent 
and  careful  spending  in  en- 
abling him  to  set  aside  a  cer- 
tain amount  of  his  income  or 
earnings  as  a  reserve  fund  to 
provide  for  his  financial  se- 
curity? Does  he  realize  that 
financial  security  is  impos- 
sible without  such  a  reserve 
fund? 

Careful  spending  and  sen- 
sible saving  together  make 
up  what  is  called  thrift.  It  has 
been  wisely  said  that  it  is  not 
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what  one  earns  that  counts,  though  that  is  surely  impor- 
tant, but  what  one  spends.  For  the  thrifty  person,  spend- 
ing and  saving  go  together. 

Neither  of  the  following  two  extremes  is  thrift:  liberal 
and  unwise  spending,  which  leaves  one  with  perhaps  no 
future  surplus  or  savings  to  depend  upon;  exaggerated 
saving  or  hoarding,  which  causes  one  to  deny  oneself 
things  in  life  that  one  can  well  afford.  See  the  illustration 
on  the  previous  page. 

Thrift  and  Saving  as  a  High  School  Boy  Sees  Them 

In  making  a  study  of  thrift,  we  are  concerned  first  of 
all  with  its  effects  upon  an  individual's  personal  and  pri- 
vate financial  affairs.  How  are  thrift  and  saving  related 
to  the  individual  in  these  personal  matters?  The  answer 
to  this  question  is  given  in  the  following  dialogue  taking 
place  between  two  friends  who  attend  the  same  high 
school : 

John's  New  Tennis  Racket 
CHARACTERS:   Two  friends,  JOHN  and  HENRY. 
SCENE  :  On  the  tennis  court. 

TIME:  Early  spring. 

(HENRY  is  swinging  his  racket.) 

HENRY:  Here  it  is,  the  beginning  of  the  tennis  sea- 

son, and  here  am  I  with  my  old  racket — two 
seasons  old.  All  the  "give"  is  out  of  it! 
What's  a  person  to  do? 

JOHN:  Perhaps  you  can  use  my  old  racket  that  I 

had  restrung  at  the  beginning  of  last  season. 

HENRY  :  That's  nice  of  you,  old  pal.   But  I  can't  take 

your  racket  and  leave  you  without  one. 
JOHN:  Why,  Henry,  didn't  you  hear?    I  bought  a 

new  racket  a  week  ago,  and  I  expect  to  use 
the  old  one  just  for  volleying. 

HENRY:  That's  certainly  news  to  me!   How  did  you 

do  it?  Who's  the  rich  uncle? 
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JOHN  :  You've  got  it  all  wrong.  I  bought  it  myself, 

with  my  own  money,  and  no  help  from  any- 
one. 

HENRY:  That's  too  much  for  my  weak  understand- 

ing. We  both  get  the  same  allowance  of  a 
dollar  a  week.  How  did  you  do  it? 

JOHN:  Well,  I'm  going  to  let  you  in  on  a  secret. 

Last  September  I  made  up  my  mind  that  I 
was  going  to  have  a  new  racket  at  the  begin- 
ning of  the  next  season. 

HENRY:  Pardon  me  for  interrupting  your  story,  but 

there  is  a  big  difference  between  wanting 
and  having.  Oh,  boy !  What  I  wouldn't  want 
to  have  just  now! 

JOHN  :  Just  hold  your  horses  for  a  moment.  I  want- 

ed that  racket  and  here  it  is. 

HENRY  :  You  win.  Go  on. 

JOHN  :  I  realized  from  the  start  that  I  had  to  work 

out  some  plan.  So  I  thought  it  over  and  de- 
cided that  the  best  way  was  to  put  aside  each 
week  a  bit  of  my  allowance.  I  figured  that  in 
the  course  of  about  thirty  weeks,  with  a 
quarter  "socked  away"  somewhere  each 
week,  I'd  have  $7.50 — enough  for  a  racket 
and  a  few  tennis  balls  besides. 

HENRY  :  It's  beginning  to  penetrate.  Your  mathemat- 

ics is  good.  But  how  did  the  plan  work  out? 

JOHN:  Well,  I  saw  at  once  that  I  couldn't  possibly 

increase  my  allowance  of  a  dollar — it  was 
just  a  dollar  and  no  more.  So  I  started  to 
watch  my  expenditures  more  carefully.  I 
began  to  spend  more  wisely,  and  I  cut  out 
a  few  things — a  movie  here  and  a  soda  there. 
Why  it  worked  like  a  charm !  It  got  to  be  so 
that  some  weeks  I  "put  away"  thirty  or 
thirty-five  cents.  But  I  didn't  overdo  the 
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economy  act,  because  I  knew  that  would 
spoil  it  all.  I'll  bet  you  didn't  even  notice  I 
was  cutting  down  expenses. 

HENRY  :  That's  right.  I  had  no  idea  what  was  going 

on  under  my  very  nose.  But  where  did  you 
keep  all  that  money? 

JOHN  :  Now  you're  asking  me  something.  I  realized 

that  the  little  tin  box  at  home  was  not  the 
place  for  it.  I  might  be  tempted  to  take  some 
out  and  besides  I  wanted  to  keep  it  all  as  a 
surprise.  I  didn't  want  mother  or  dad  to  try 
to  "help  the  good  cause  along."  So  I  looked 
around  to  see  where  I  could  keep  the  money, 
and  I  thought  of  the  school  savings  bank. 
So  the  first  week  of  the  term,  in  September, 
I  opened  an  account  there,  and  every  week 
after  that  I  deposited  the  quarter,  or  thirty 
cents,  or  sometimes  even  fifty  cents.  Do  you 
remember  the  dollar  we  made  helping  the 
tailor  move  across  the  street?  Well,  my  half 
dollar  went  into  the  account  too.  The  other 
day  I  looked  at  my  bank  book  and  there  were 
nine  dollars,  not  seven  and  a  half.  I  took  out 
$8.50,  and  I  bought  myself  this  new  racket, 
a  press,  a  cover,  and  three  new  balls. 

HENRY  :  That  certainly  was  a  wonderful  idea.  I  wish 

I  had  thought  of  it. 

JOHN  :  Well,  you're  not  too  old  to  learn.  I  know  that 

when  I  earn  my  own  money,  I'm  not  going 
to  spend  all  that  I  make  but  will  always  save 
a  part  of  it  by  careful  spending.  The  fifty 
cents  in  my  school  account  is  the  start  for  a 
vacation  fund.  How  about  it,  Henry? 

HENRY  :  I'm  with  you.  I'll  start  an  account  next  week. 

JOHN:  Why  wait?  Strike  while  the  iron  is  hot.  It 

takes  but  a  dime  to  open  the  account. 
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HENRY:  That's  right.    Tomorrow  I'll  put  that  first 

dime  in. 

(END) 

See  if  you  can  recall  the  conversation  between  John  and 
Henry.  Then  answer  these  questions:  How  did  John  save 
for  the  tennis  racket  and  accessories  he  bought?  Why  was 
he  obliged  to  spend  carefully  for  other  weekly  personal 
items?  Why  did  he  not  overdo  his  saving?  Where  did  he 
place  the  money  he  saved?  What  was  the  objection  to  keep- 
ing his  savings  at  home?  Why  was  it  a  good  plan  to  make 
sure  he  had  saved  some  money  every  week  without  excep- 
tion? Would  you  call  John  a  thrifty  person?  Why? 

Thrift  in  Business 

The  wise  business  man  encourages  thrift  even  in  the 
purchases  made  from  him  by  his  customers.  He  knows 
that  it  is  best  for  both  in  the  long  run.  For  example,  he 
does  not  encourage  thoughtless  and  unnecessary  buying, 
but  suggests  careful,  well-balanced  purchasing,  such  as  he 
himself  practices  in  his  own  business.  When  investigating 
a  customer's  credit  standing,  the  credit  manager  seriously 
considers  whether  the  customer  is  buying  the  kind  of 
merchandise  he  needs  and  in  correct  quantities.  In  other 
words,  he  wants  to  find  out  whether  the  customer  is  exer- 
cising thrift  in  his  purchases.  There  are  other  instances 
of  thrift  in  business.  Mention  a  few  of  these. 

Summary 

Thrift  is  saving  regulated  by  careful  spending.  There  is 
need  of  thrift  both  in  the  home  and  in  business.  A  regular 
and  systematic  method  of  setting  aside  money  at  stated 
intervals  is  the  best  way  to  save. 

Business  Vocabulary 

prudent  dialogue  sensible 

penetrate  economy 
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ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  (a)   During  their  course  of  forty  weeks  five  high  school 
students  are  planning  to  save  the  following  sums  respectively: 
$4.00,  $10.00,  $12.00,  $20.00,  $8.00.   How  much  will  each  one  need 
to  put  in  his  school  savings  bank  account  every  week  to  accumu- 
late the  desired  amount  by  the  end  of  that  time? 

(b)  School  savings  accounts  were  opened  by  each  of  five  high 
school  students  with  a  first  deposit  of  50c.  During  the  next  thirty 
weeks  all  five  saved  for  a  vacation  fund  every  week,  adding  to 
their  accounts  the  following  amounts  respectively:  (1)  50c, 
(2)  25c,  (3)  lOc,  (4)  30c,  (5)  20c.  How  much  was  credited  to 
each  student's  account  at  the  end  of  the  thirty  weeks  if  he  made 
no  withdrawals? 

2.  May  Thomas  started  a  vacation  fund  in  September  with 
$1.50,  placed  in  a  savings  account  in  her  high  school  bank.  During 
the  school  year  of  thirty-six  weeks,   she   regularly   added   50c 
every  week  to  the  account  and  made  no  withdrawals.   How  much 
was  in  her  account  at  the  end  of  the  school  year?   If  at  that  time 
she  drew  out  $16  for  her  vacation  needs,  how  much  was  left  in 
the  account? 

GROUP  II 

1.  Susan   and   Clara   are   friends   attending  the   same   high 
school.   Each  receives  a  weekly  allowance  of  $1.50.    Susan  never 
has  any  money  left  at  the  end  of  the  week,  while  Clara  saves  at 
least  twenty-five  cents  each  week  in  a  school  savings  account. 
What  habit  has  Clara  learned  that  Susan  hasn't? 

2.  Paul  and  Harold,  both  receiving  the  same  allowances,  have 
decided  to  save  a  sum  of  money  for  a  short  trip  by  depositing 
thirty  cents  weekly  for  forty  weeks  in  a  savings  account.    At  the 
end  of  the  time,  Paul  has  a  school  savings  account  balance  of 
$13.50,  while  Harold  has  only  $7.50.    Which  of  the  two  is  the 
really  thrifty  one?    What  has  Paul  done  each  week  that  Harold 
has  failed  to  do?   Why  has  Paul  shown  more  character  and  will, 
perhaps,  than  Harold? 

3.  Charles   Casper,   a   high   school    senior   at   the   Benjamin 
Franklin  High  School,  decided  to  save  $12.50  out  of  his  allow- 
ance during  the  school  term  from  February  to  June.   He  needed 
this  sum  to  cover  his  graduation  expenses.   He  started  a  savings 
account  with  a  deposit  of  75c  and  during  the  eighteen  weeks  of 
the  term  added  75c  a  week  to  the  account.  Besides  this,  he  made 
four  additional  deposits  of  $1.50,  $.75,  $1.25,  and  $.90  at  various 


610   OUR  DAILY   CONTACTS  WITH   BUSINESS 

times.  After  Charles  had  drawn  out  of  his  account  the  amount  of 
money  needed  for  his  graduation  expenses,  how  much  had  he 
left? 


LESSON  2 
THE  FAMILY  BUDGET  AND  ITS  PREPARATION 

You  learned  in  the  dialogue  between  John  and  Henry 
that  John  was  able  to  buy  his  new  tennis  racket  and  acces- 
sories because,  during  a  certain  length  of  time,  he  had 
saved  each  week  a  regular  sum  out  of  his  allowance  and 
other  money  which  he  had  earned.  John,  however,  did  not 
plan  at  the  beginning  of  each  week  how  he  would  spend 
the  seventy-five  cents  of  his  allowance  remaining  after  he 
had  set  aside  his  weekly  deposit.  If  he  had  done  that  he 
would  have  been  spending  under  a  budget;  that  is,  he 
would  have  definitely  determined  beforehand  what  parts 
of  his  allowance  and  earnings  were  to  be  spent  each  week, 
on  what  particular  items  he  was  to  save;  and  finally  what 
part  was  to  be  saved.  For  John  the  preparation  of  a 
budget  for  his  income  was  not  so  important  as  for  a  person 
with  larger  responsibilities.  We  shall,  therefore,  take  up 
a  more  complicated  situation,  in  order  to  discover  exactly 
what  a  budget  is,  and  hoiv  it  is  prepared. 

The  Division  of  a  Family's  Weekly  Income 

Problem  1.  Mr.  and  Mrs.  Walter  Barrett  have  two  children: 
Mary,  15  years  old,  and  Richard,  17.  Richard  was  graduated  from 
high  school  in  June,  and  during  the  summer  he  secured  a  job  at 
which  he  earns  twelve  dollars  a  week.  Richard's  father  earns  a  salary 
of  thirty-eight  dollars  a  week,  so  that  the  combined  family  income  is 
$50  a  week.  Mr.  Barrett  carries  life  insurance.  How  is  the  $50  dis- 
tributed to  meet  all  the  family  needs  and  to  provide  for  the  life 
insurance  and  other  savings  as  well? 

Before  we  attempt  to  answer  the  question,  let  us  see 
what  the  needs  of  the  entire  family  are : 
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Cobb-Shinn 

Depositing  Money  for  Life  Insurance  and  Other  Savings 

The  family  needs  of  the  Barretts  are  classified,  as  we 
have  already  learned  (Unit  I,  Lesson  1),  as  food,  clothing, 
shelter,  recreation,  and  education.  There  are  also  certain 
miscellaneous  expenditures  not  included  in  any  of  these 
five  groups.  Under  food  needs  come  the  articles  purchased 
daily  by  Mrs.  Barrett  at  grocery,  butcher,  dairy,  and 
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vegetable  stores,  and  the  lunches  eaten  by  Mr.  Barrett  and 
his  son  Richard  while  at  business.  Clothing,  such  as  hats, 
shoes,  suits,  dresses,  etc.,  must  be  purchased  at  certain 
intervals.  Rent  must  be  paid  every  month  to  provide  for 
shelter.  The  monthly  gas  and  electric  light  bills,  and  the 
annual  cost  of  fire  insurance  are  also  included  as  filling  the 
need  of  shelter  or  as  part  of  the  miscellaneous  expendi- 
tures mentioned  before.  Under  the  need  for  recreation 
comes  the  money  spent  on  occasional  visits  to  parks, 
beaches,  moving  pictures,  and  theatres.  The  cost  of  school 
supplies  for  Mary,  of  newspapers,  magazines,  and  books  for 
the  family,  is  classified  under  education.  Finally  there  are 
many  small,  and  sometimes  even  large  items,  such  as 
trinkets,  house  decorations,  car-fares,  doctors'  and  dentists' 
fees,  and  medicines,  that  constitute  the  last  group,  which 
can  be  called  miscellaneous  needs.  The  illustration  on  page 

613  will  help  you  get  a  clearer  idea  as  to  where  the  family's 
weekly  income  goes. 

All  these  family  needs  must  be  supplied  out  of  the  earn- 
ings of  Mr.  Barrett  and  his  son  Richard.  In  other  words, 
the  income  of  fifty  dollars  weekly  must  be  distributed  to 
provide  for  all  the  expenses.  In  addition  an  amount  must 
be  set  aside  each  week  for  life  insurance  and  other  savings. 
In  meeting  their  expenses,  the  Barretts  realize  that  their 
month's  rent  of  forty-five  dollars,  for  example,  cannot  be 
taken  out  of  a  single  week's  income.  Nor  can  the  quar- 
terly premium  on  the  life  insurance,  amounting  to  $33.50, 
be  met  out  of  another  single  week's  income.  What  may 
happen  if  either  of  these  things  is  done? 

It  is  clear  then  that  there  must  be  some  plan  or  method 
by  which  the  weekly  income  is  spent  in  order  to  make 
proper  provision  for  the  daily,  monthly,  quarterly,  and 
annual,  expenditures  and  for  savings.  The  Barretts  must 
prepare  a  budget  for  their  income  in  which  the  amount  to 
be  spent  weekly*  on  each  item  is  definitely  specified  before- 
hand. Therefore,  to  distribute  properly  the  spending  of 
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CLOTHING 


RECREATION 
and.  EDUCATION 


MISCELLANEOUS 


Weekly  Income  of      $30.00          $40.00          $45.00          $50.00          $75.00 

Food (40%)  12.00  (40%)  16.00  (40%)  18.00  (40%)  20.00  (35%)  26.25 

Clothing (6%)    1.80   (6%)    2.40  (8%)    3.60(10%)    5.00(12%)    9.00 

Shelter (25%)   7.50  (25%)  10.00  (22%)    9.90  (20%)  10.00  (18%)  13.50 

Recreation (5%)    1.50  (5%)    2.00   (5%)    2.25   (5%)    2.50  (6%)   4.50 

Education (5%)    1.50  (5%)    2.00   (5%)    2.25   (5%)    2.50  (6%)    4.50 

Miscellaneous (4%)    1.20  (4%)    1.60  (5%)    2.25   (5%)    2.50  (5%)    3.75 

Savings (incl.  Ins.).  (15%)   4.50(15%)    6.00(15%)    6.75(15%)   7.50  (18%)  13.50 
Total  (100%)30.00  (100%)40.00  (100%)45.00  (100%)50.00  (100%)75.00 

Budget  for  Various  Incomes 
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the  family  income,  the  preparation  of  a  sensible  budget 
is  necessary.   How  is  this  done? 

A  Per  Cent  of  the  Income  for  Each  Item  of  the  Budget 

Department  stores,  savings  banks,  social  welfare  and 
government  organizations,  and  other  institutions,  prepare 
and  distribute  to  the  public  budget  guides  and  plans  for 
the  efficient  management  of  incomes  of  all  sizes.  These  are 
made  up  by  experts  and  are  based  on  wide  experience.  As 
a  general  rule,  these  budgets  estimate  that  at  least  10%  of 
the  income  should  be  set  aside  as  a  savings  fund.  Accord- 
ingly, the  Barretts  decide  to  withhold  10%  for  savings  or 
surplus,  excluding  life  insurance.  Another  5%  of  the  in- 
come, or  $2.50  a  week,  is  assigned  to  pay  for  the  life  insur- 
ance premium.  What  total  per  cent  of  the  income  is  devoted 
to  all  forms  of  savings?  What  amount  per  week?  Eighty- 
five  per  cent  of  the  income  remains  for  food,  shelter,  cloth- 
ing, recreation,  education,  and  miscellaneous  items. 

The  budget  guides  and  plans  mentioned  above,  generally 
agree  on  40%  as  the  part  of  the  income  to  be  spent  on 
food.  In  their  weekly  budget  the  Barretts,  therefore,  set 
aside  $20  for  food.  Following  the  other  estimates,  the  Bar- 
retts include  20%  for  shelter  (rent  alone),  10%  for  cloth- 
ing, 5%  for  recreation,  5%  for  education,  and  5%  for  mis- 
cellaneous needs.  Let  us  summarize  the  complete  budget. 

The  Barrett  Family  Budget  Based  on  a  $50  Weekly  Income 

Per  Cent  of  Weekly 

Items                                              Income  Assigned  Amount 

Food    40%  $20.00 

Shelter    20%  10.00 

Clothing  10%  5.00 

Recreation   5%  2.50 

Education    5%  2.50 

Miscellaneous    5%  2.50 

Savings    (all  forms) 15%  7.50 

Totals   .  ...100%  $50.00 
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It  is  important  to  remember  that  these  per  cents  need 
not  be  followed  closely  in  budget-making  by  all  families. 
They  may,  and  often  do,  vary  in  each  of  the  seven  groups, 
including  savings.  However,  the  per  cents  suggested  here 
give  an  accurate  enough  idea  of  how  budgets  are  generally 
prepared.  No  attempt  is  made  to  subdivide  any  of  these 
classifications,  since  that  is  really  a  personal  matter  for 
each  individual  or  family  to  decide.  Each  person  if  inter- 
ested can  examine  the  budget  guides  published  by  banks, 
department  stores,  and  other  business  agencies,  to  observe 
how  the  subdivisions  of  the  classifications  are  dealt  with  in 
each  guide,  and  then  decide  which  grouping  suits  his 
purpose. 

Summary 

The  income  of  an  individual  or  a  group  of  individuals  is 
best  managed  by  means  of  a  budget,  which  definitely  deter- 
mines the  amounts  of  money  to  be  spent  in  a  given  period 
of  time  on  food,  shelter,  clothing,  recreation,  education, 
miscellaneous  items,  and  the  amount  of  savings. 

The  budget  is  often  prepared  by  distributing  the  income 
among  the  seven  classifications  according  to  the  per  cent 
of  income  estimated  as  necessary  to  fill  the  needs  of  each 
classification.  The  subdivisions  under  each  classification, 
in  most  cases,  are  best  determined  by  the  individual  mak- 
ing up  the  budget. 

Business  Vocabulary 

budget  margin  institutions 

intervals  organizations  provision 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 
GROUP  I 

1.  The  weekly  income  of  Frank  West  is  $40.  The  budget  he 
has  prepared  for  his  family  is  distributed  as  follows :  Food,  40% ; 
clothing,  10% ;  shelter,  25% ;  recreation,  5% ;  education,  5% ; 
miscellaneous,  5% ;  savings,  10%.  What  amount  is  set  aside  under 
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each  of  the  seven  classifications?    How  do  your  figures  check 
themselves  ? 

2.  The  weekly  budget  estimates  prepared  by  Joseph  Barnes 
for  his  family's  expenditures  include  the  following  amounts: 
food,  $18;  clothing,  $6;  shelter,  $12;  recreation,  $3;  education, 
$6;  miscellaneous  items,  $3.  His  earnings  for  the  week  are  $60. 

(a)  How  much  of  Mr.  Barnes'  weekly  earnings  is  spent  on  the 
family  needs? 

(b)  How  much  is  reserved  for  savings? 

(c)  What  per  cent  of  the  weekly  earnings  is  the  amount  of 
each  of  the  classifications,  including  savings? 

GROUP  II 

1.  Robert  Hughes  and  Walter  Moran  earn  the  same  salaries 
and  have  about  the  same  financial  responsibilities.  Robert  Hughes 
plans  his  expenditures  carefully  and  has  a  surplus  of  at  least  10 
per  cent  of  his  income  at  the  end  of  every  year.  Walter  Moran 
manages  his  income  in  a  haphazard  fashion,  and  is  usually  not 
paid  up  in  his  personal  obligations.   Who  appears  to  show  more 
intelligence  in  the  disposition  of  his  income?    Why?    Why  does 
planning  to  save  and  adhering  to  one's  plan  require  determina- 
tion and  strength  of  will  ? 

2.  John  Sterling,  who  is  married  and  has  two  children,  earns 
$180  a  month.  Using  the  per  cents  applied  in  the  budget  of  Wal- 
ter Barrett  in  the  lesson,  show  how  Mr.  Sterling's  monthly  in- 
come will  be  distributed  in  a  monthly  budget. 

3.  William  Gordon,  an  engineer,  earns  $3500  a  year.  Prepare 
a  budget  of  annual  income,  using  the  same  per  cents  as  in  Prob- 
lem 2,  Group  II. 

4.  The  weekly  income  of  George  Bascom  is  $35.    The  budget 
per  cents  that  he  estimates  for  the  needs  of  his  family  and  for 
savings  are  as  follows : 

BUDGET  OF  GEORGE  BASCOM  BASED  ON  A  $35 
WEEKLY  SALARY 

Items         Per  Cent  of  Income  Amount 

Food  35%  ? 

Clothing  10%  ? 

Shelter  25%  ? 

Recreation  10%  ? 

Education  5%  ? 

Miscellaneous  5%  ? 

Savings  10%  ? 
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(a)  Copy  the  data  given  and  supply  the  figures  for  the  blank 
spaces. 

(b)  Check  your  calculations. 

5.  (a)  Charles  Hunt,  a  buyer  for  the  National  Department 
Store,  earned  $60  a  week.  The  budget  estimates  that  he  prepared 
for  the  needs  of  the  entire  family,  for  life  insurance,  and  for 
other  savings,  provided  for  the  following: 

THE  WEEKLY  BUDGET  OF  CHARLES  HUNT- 
SALARY  $60  A  WEEK 

Per  Cent 
Items  of  Income 

Food   30% 

Clothing 12% 

Shelter   25% 

Recreation   9% 

Education    6% 

Miscellaneous    4% 

Life  Insurance   5% 

Other  Savings    9% 

(1)  Prepare  the  complete  budget  of  Charles  Hunt,  following 
the  form  on  page  614,. 

(2)  What  "internal  check"  on  the  accuracy  of  your  figuring 
is  present  in  the  budget  that  you  have  prepared? 

(b)  The  entire  staff  of  the  National  Department  Store  re- 
ceived increases  in  salary.  Charles  Hunt  was  given  a  raise  of 
8^3%.  Because  of  his  salary  increase,  Charles  Hunt  revised  his 
budget  estimates  and  decided  on  the  following  amounts  for  each 
of  the  items  in  his  budget:  food,  $18.20;  clothing,  $9.10;  shelter, 
$17.55;  recreation,  $4.55;  education,  $3.25;  miscellaneous,  $1.95; 
life  insurance,  $3.90;  other  savings,  $6.50. 

(1)  What  per  cent  of  the  entire  budget  is  each  of  the  eight 
items  ? 

(2)  On  the  basis  of  fifty-two  weeks  to  the  year,  what  is  the 
increase  in  the  amount  set  aside  annually  for  all  forms  of  savings 
(life  insurance  and  other  savings)  under  the  new  budget  in  (b) 
as  compared  to  the  old  budget  in  (a)  ? 
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LESSON  3 

SIMPLE  RECORDS  OF  PERSONAL  INCOME  AND 
EXPENDITURES 

As  an  aid  in  (1)  regulating  one's  expenditures,  (2)  in 
encouraging  prudent  spending,  and  (3)  in  accumulating  a 
surplus  out  of  one's  income,  the  preparation  of  a  budget 
was  suggested.  However,  as  we  have  seen,  actual  results 
often  do  not  agree  with  the  results  estimated  in  the  budget. 
The  individual  does  not  always  fulfil  his  expectations. 
Therefore,  the  question  arises,  how  can  one  make  fairly 
definite  plans  to  assure  himself  that  the  actual  results  ob- 
tained will  agree,  for  the  greater  part,  with  those  esti- 
mated in  the  budget?  The  usual  way  is  to  put  down  in 
black  and  white  each  and  every  expenditure,  and  to  see 
that  during  each  week  or  month  the  actual  expenditures 
do  keep  within  the  budget. 

At  the  same  time  as  we  record  the  expenditures,  it  is 
advisable  to  record  income  also  in  order  to  find  whether 
it  agrees  with  the  income  on  which  the  budget  is  based. 
Thus  we  come  to  use  a  form  of  record  called:  Record  of 
Personal  Income  and  Expenditure.  In  the  present  lesson 
we  shall  consider  a  simple  form  of  this  record,  which  can 
be  applied  to  a  problem  involving  an  individual  like  your- 
self, with  a  small  income  from  which  savings  are  being 
accumulated  for  a  definite  purpose. 

A  Student's  Record  of  Income  and  Expenditures 

Problem  1.  Walter  Brown,  Q  high  school  student,  is  planning 
to  save  Q  dollar  a  week  in  order  to  buy  equipment  for  a  three  weeks' 
camping  trip  during  the  following  summer.  He  receives  an  allowance 
of  $1.25  a  week  from  his  parents  and  on  Saturdays  he  has  a  part- 
time  job  in  a  shoe  store  which  pays  him  $1.50  for  the  day.  To  help 
in  keeping  expenditures  within  his  budget,  Walter  decides  to  make 
a  daily  record  of  what  he  receives  and  earns,  and  of  what  he  spends. 
What  kind  of  form  is  required  for  this,  and  how  is  the  Record  of 
Personal  Income  and  Expenditure  kept? 
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The  Form  of  the  Record.  First,  what  will  a  complete 
record  of  each  item  received  or  spent  include?  It  is  evident 
that  Walter  will  need  to  put  down  on  his  record: 

1.  The  date. 

2.  An  explanation  for  the  amount  received  or  spent. 

3.  The  amount  itself. 

Since  the  amounts  received  and  amounts  paid  out  must 
be  recorded,  two  money  columns  are  required:  one  for  re- 
ceipts, the  other  for  payments.  Walter's  complete  record 
will  have  the  headings  and  ruled  lines  shown  in  the  illus- 
tration on  page  620. 

The  Week's  Events  to  Be  Recorded.  Here  is  the  story  of 
Walter's  money  transactions  for  the  first  week  his  budget 
plan  and  his  record-keeping  are  in  operation: 

193- 

Sept.  10  Received  $1.50  for  the  day's  work.   Spent  35c  for 
movies  and  lOc  for  a  soda. 

11  Spent  for  car-fare  to  and  from  park,  lOc;  refresh- 
ments, 15c. 

12  Received  week's  allowance,  $1.25.   Car-fare  to  and 
from  school,  lOc;  candy  (with  lunch),  5c;  school 
supplies,  25c. 

13  Spent  for  car-fare  to  school,  5c   (walked  home)  ; 
paid  club  dues,  15c;  spent  lOc  for  a  soda. 

14  Day's  car-fares,  lOc;  General  Organization  dues, 
25c. 

15  Bought  lunch  at  school,  22c.    (Walked  to  and  from 
school.)    Movies  in  the  evening,  25c. 

16  School  car-fare  both  ways,  lOc;  magazine,  lOc. 

Examining  the  Completed  Record.  On  page  620  is  a  copy 
of  the  Record  of  Personal  Income  and  Expenditures  as  filled 
out  by  Walter  for  the  week  beginning  Saturday,  Sept.  10, 
193-.  From  this  record,  Walter  finds:  (1)  total  receipts, 
$2.75;  (2)  total  payments,  $2.42.  (Notice  the  small  figures 
in  pencil,  called  "pencil-footings.")  How  much  is  left? 
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How  much  is  Walter  short  of  what  he  had  planned  to  save 
for  the  week?  On  what  items  could  he  have  economized? 
Look  again  at  the  record  below  and  notice  how  it  is  balanced 
and  ruled,  and  how  the  amount  not  spent,  called  the  balance, 
has  been  brought  down  as  of  Sept.  17  and  placed,  under 
the  double  line,  in  the  "Receipts"  column. 


Record  of  Personal  Income  and  Expenditures — Week  of  Sept.  10 

Continuing  the  Record  for  a  Second  Week.  Walter  con- 
tinues his  Record  of  Personal  Income  and  Expenditures  for 
the  second  week.  He  watches  closely  such  items  as  sodas, 
movies,  car-fares,  and  lunches.  Why  is  it  unnecessary  to 
cut  out  altogether  expenditures  on  any  one  of  these  items? 
To  keep  within  his  budget  and  make  up  in  part  for  his  over- 
expenditures  during  the  first  week,  how  much,  at  least,  must 
Walter's  balance  be  at  the  end  of  the  second  week? 

The  receipts  and  payments  for  the  second  week  are: 

193- 

Sept.  17  Received  day's  pay,  $1.50.   Spent  35c  for  movies. 
18  Car-fare  to  and  from  museum,  lOc. 
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19  Received  week's  allowance,  $1.25.    Spent  lOc  for 
car-fare. 

20  Club  dues  paid,  15c ;  refreshments,  lOc. 

21  Bar  of  candy  after  lunch,  5c ;  lOc  for  a  soda. 

22  Car-fare  both  ways,  lOc;  notebook,  8c. 

23  Magazine,  lOc. 


'f 

i-o 

3-f 

^2- 
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Record  of  Personal  Income  and  Expenditures — Week  of  Sept.  17 

The  second  week's  record  is  shown  above.  The  total  re- 
ceipts for  the  second  week  (including  the  balance  on  hand 
Sept.  17)  are  $3.08,  and  the  total  payments,  $1.23.  (Note 
carefully  the  pencil-footings,  the  rulings,  and  the  method 
of  balancing.)  The  balance  on  hand  at  the  end  of  the 
second  week  is,  therefore,  $1.85.  How  much  is  Walter  still 
behind  in  his  savings  for  the  two  weeks?  On  what  items 
has  he  spent  less  money  in  the  second  week?  By  this  time, 
his  Record  of  Income  and  Expenditures  has  made  clear  to 
Walter  how  he  can  keep  his  expenditures  within  his  budget 
so  as  to  save  $1.00  a  week.  In  the  third  week,  he  finds  he 
can  easily  make  good  the  15c  shortage  in  savings,  besides 
allowing  for  his  regular  weekly  balance  of  $1.00. 
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Summary 

•  The  Record  of  Personal  Income  and  Expenditure  records 
the  receipts  and  expenses  of  an  individual,  or  a  group 
of  individuals,  day  by  day.  The  balance  on  hand  at  the 
end  of  any  day  is  the  difference  between  total  receipts,  in- 
cluding the  balance  at  the  beginning,  if  there  is  one,  and 
total  payments.  Such  a  record  helps  to  regulate  expendi- 
tures and  keep  them  within  the  budget  set  so  that  a  surplus 
can  be  accumulated. 

Business  Vocabulary 

accumulating  car-fare  refreshments 

accumulated  economized 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 

GROUP  I 

1.  (a)  Henry  Mason  receives  each  week  an  allowance  of  $1.25 
and  earns  $1.75.  His  expenditures  for  one  week  are  $2.35.  How 
much  does  he  save  during  that  week? 

(b)  Henry  plans  to  save  75c  a  week.  Below  is  a  tabulation  of 
his  expenditures  for  the  four  weeks  of  the  first  month  he  tries 
the  plan: 

EXPENDITURES 

Items  Weekl      Week  2      Weeks      Week  4 

Car-fares  $.50  $.50  $.50  $.50 

Movies  .45  .65  .55  .45 

Club  Dues  .15  .15  .15  .15 

Lunches  .29  .19  .27  .28 

Refreshments  ff-*      .45  .45  .35  .35 

School  Supplies  .18  .19 

Miscellaneous  .49  .16  .38  .27 

(1)  What  are  the  total  expenditures  for  each  of  the  four 
weeks  ? 

(2)  What  is  each  week's  saving? 

(3)  What  are  the  savings  for  the  total  four  weeks? 

(4)  Indicate  whether  Henry  kept  within  his  budget  or  not. 

GROUP  II 

1.  At  the  end  of  the  second  week,  the  Record  of  Personal  In- 
come and  Expenditures  kept  by  Walter  Brown  (see  page  621) 


THRIFT    AND    SAVING  623 

shows  a  balance  of  $1.85.  As  discovered  already,  Walter's  sav- 
ings for  the  two  weeks  are  15c  short  (he  planned  to  save  a  dol- 
lar each  week  out  of  his  income  of  $2.75).  Here  are  his  receipts 
and  payments  for  the  third  week: 

Sept.  24  Received  the  day's  pay,   $1.50.    Spent  35c  for  movie, 
and  lOc  for  soda. 

25  No  expenditures.   Walked  to  and  from  the  park. 

26  Received  week's  allowance,  $1.25. 

27  Club  dues  paid,  15c;  refreshments,  lOc. 

28  Purchased  school  supplies,  $.18;  spent  5c  for  candy. 

29  Car-fare  both  ways,  lOc. 

30  Spent  35c  for  movie,  and  lOc  for  soda. 

(a)  Prepare  Walter's  Record  of  Income  and  Expenditures  for 
the  week  of  Sept.  24,  remembering  the  balance  of  $1.85.   Balance 
the  record,  rule,  and  bring  down  the  balance. 

(b)  Has  Walter  kept  within  his  budget  for  the  three  weeks? 
•How  much  is  he  short  or  over? 


LESSON   4 

COMPARISON  OF  BUDGET  ESTIMATES  WITH  ACTUAL 
EXPENDITURES 

The  budget  we  learned  to  prepare  for  an  individual  or 
family  was  shown  as  a  plan  by  means  of  which  the  income 
is  at  first  distributed  and  then  expended  in  a  systematic 
manner,  with  provision  for  saving  for  the  future.  The 
budget  is  usually  applied  to  a  certain  definite  period  of 
time,  such  as  a  week,  a  month,  or  a  year.  Whatever  the 
period  of  time  covered  may  be,  the  problem  of  preparing 
a  budget  remains  the  same;  that  is,  the  income  is  distrib- 
uted on  a  per  cent  basis,  usually,  to  fill  the  needs  in  the 
seven  classifications  described  in  Lesson  2  of  this  unit. 

Sometimes  this  budget,  or  estimate,  as  originally 
planned  does  not  work  out  in  actual  practice.  The  actual 
expenditures  made  later  may  not  agree  with  the  amounts 
set  aside  for  them  in  the  budget.  We  shall  compare  the 
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budget   estimates   with  actual   expenditures   in   a   typical 
situation  to  see  whether  they  agree  or  disagree. 

Actual  Expenditures  Compared  with  Budget  Estimates 

Problem   1.    George  Harvey,  a  bookkeeper  in  the  firm  of  Gantle 
&  Co.,  civil  engineers,  receives  a  weekly  salary  of  $45.    He  arranges 
his  family  budget  on  the  basis  of  a  year  of  52  weeks  as  follows: 
25%  for  rent,  light,  and  telephone 
40%  for  food 
10%  for  clothing 

10%  for  health,  education,  and  recreation 
5%  for  miscellaneous   items 
*    10%  for  savings 

Notice  that  this  budget  varies  somewhat  from  the  one  prepared 
by  the  Barretts  in  a  preceding  lesson. 

Mr.  Harvey  keeps  a  record  of  his  expenditures  during  the  year 
and  finds  that  he  has  spent  the  following  amounts:  rent,  $540;  light, 
$36;  telephone,  $54;  food  items,  $895;  clothing,  $312;  doctor  and 
dentist,  $90;  recreation,  $150;  books,  magazines,  newspapers,  $25; 
gifts,  contributions  to  charity,  small  general  items,  $110.  How  do 
his  actual  expenditures  and  actual  savings  compare  with  his  budget 
estimates? 

Yearly  Savings  Compared  with  Estimated  Figures.  First 
of  all,  how  much  did  Mr.  Harvey  actually  save  during  the 
year?  At  $45  per  week,  his  income  for  the  year  (52  weeks) 
is  $2340  ($45  x  52).  The  total  expenditures  (the  sum  of 
all  the  items  given)  were  $2212  during  the  year.  His  actual 
saving  for  the  year  was  $128.  But  according  to  the  budget 
estimates,  the  savings  were  to  be  10%  of  $2340  or  $234;  we 
see  that  the  actual  savings  were  $106  less  than  the  esti- 
mate. How  shall  we  account  for  this  difference?  For  this 
purpose  let  us  compare  carefully  the  expenditures  actually 
made  with  the  budget  estimates  set  up  at  the  beginning  of 
the  year. 

Explaining  the  Difference  in  the  Amount  of  Savings. 
Grouping  the  actual  expenditures  in  the  first  three  of  five 
columns,  and  the  budget  estimates  in  the  next  two,  we 
can  see  more  clearly  which  items  of  expenditures  exceeded 
or  fell  below  their  estimates  and  by  how  much. 
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In  what  two  classifications  did  the  total  expenditures  fall 
below  the  amounts  estimated  in  the  budget?  The  total  ex- 
penditures for  each  of  the  three  other  classifications  ex- 
ceeded the  amounts  estimated  in  the  budget  for  those  classi- 
fications. Therefore,  we  find  the  following: 

Rent,  Light,  Telephone  $45  over  estimate  ($630  less  $585) 

Clothing  78  over  estimate  ($312  less  $234) 
Health,  Recreation, 

Education  31  over  estimate  ($265  less  $234) 
Total  for  the  three 

classifications  $154  over  estimate 


Food  $41  less  than  estimate 

($936  less  $895) 

Miscellaneous  items  7  less  than  estimate 

($117  less  $110) 

Total  for  the  two 

classifications  $48  less  than  estimate 

Subtracting  the  lesser  amount  from  the  greater,  we  find 
that  the  total  net  expenditures  exceeds  the  total  estimated 
in  the  budget  by  $106  ($154  less  $48).  This  is  the  differ- 
ence we  found  before  between  the  actual  saving  and  the 
estimated  saving  in  the  budget.  In  what  item  particularly 
was  the  actual  expenditure  considerably  above  the  esti- 
mate in  the  budget?  During  the  next  year,  what  care  will 
have  to  be  taken  about  this  item?  How  might  the  amount 
spent  for  rent,  light,  and  telephone  be  brought  nearer  to 
the  estimate?  What  classification  of  expenditures  was 
fairly  close  to  the  budget?  Why  might  it  not  have  been 
possible  to  bring  the  expenditures  in  the  health,  recreation, 
and  education  classification  closer  to  the  estimate?  Why 
is  it  important  to  Mr.  Harvey  and  his  family  to  keep  within 
the  budget? 

Summary 

Actual  expenditures  should  be  compared  Constantly  with 
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budget  estimates,  otherwise  the  budget  will  not  regulate  the 
expenditures  as  intended. 

Business  Vocabulary 

inadvisable  regulate 

ADDITIONAL    PROBLEMS    AND    SITUATIONS 
GROUP  I 

1.  The  annual  budget  estimates  and  actual  expenditures  of 
Charles  Lansing  for  the  year  ended  December  31,  193-,  are  as 
follows : 

Actual  Expen- 
ditures for 

Items         Annual  Budget  Estimates       the  Year 
Food  $1440  $1390 

Clothing  360  520 

Rent,  etc.  900  900 

Health,  etc.  360  370 

Miscellaneous  180  350 


Savings  $  360  $     70 

(a)  What  is  Charles  Lansing's  annual  income? 

(b)  How  much  is  the  total  of  actual  expenditures?    (Do  not 
include  savings.) 

(c)  How  much  difference  is  there  between  the  estimated  and 
actual  savings? 

(d)  What  two  items  of  expenditure  greatly  exceeded  the  esti- 
mate, and  by  how  much  in  each  case? 

GROUP  11 

1.  At  the  beginning  of  the  year  193-,  Stewart  Warren  pre- 
pared a  budget  of  his  income  for  his  family  and  himself.   At  the 
end  of  the  year  he  found  that  the  actual  expenditures  were  very 
close  to  the  estimates  in  the  budget,  and  that  his  savings  for  the 
year  were  even  a  trifle  more  than  anticipated.   What  helped  Mr. 
Warren  and  his  family  to  adhere  to  the  budget?    Why  did  the 
results  justify  the  time  and  effort  spent  in  preparing  and  watch- 
ing the  budget? 

2.  Daniel  Clark,  manager  of  the  firm  of  Chilton  and  Martel, 
earns  a  salary  of  $65  a  week.   He  prepares  a  family  budget  for 
a  year  of  fifty-two  weeks,  according  to  the  following  estimated 
per  cents:  25%  for  rent,  light,  and  telephone;  35%  for  food;  10% 


628   OUR   DAILY   CONTACTS   WITH   BUSINESS 

for  clothing;  10%  for  health,  education,  and  recreation;  5%  for 
miscellaneous  items;  15%  for  savings.  Mr.  Clark  keeps  a  record 
of  his  expenditures  during  the  year,  and  at  the  end  of  it  his  rec- 
ord shows  the  following  amounts  spent:  rent,  $720;  light,  $48; 
telephone,  $57;  food  items,  $1170;  clothing,  $312;  doctor's  and 
dentist's  fees,  and  medicines,  $105 ;  recreation,  $137 ;  books,  news- 
papers, magazines,  $50;  gifts,  contributions  to  charity,  general 
items,  $105. 

(a)  Prepare  a  tabulation  as  shown  in  the  illustration  on  page 
625,  using  columns  headed  as  follows :  1.  Group,  2.  Item  of  Actual 
Expenditures,  3.  Total  Group  Expenditure,  4.  Amount  Estimated 
in  Budget,  5.  Above  or  Below  the  Estimate.    Record  the  figures 
given  in  the  problem. 

(b)  Find  the  total  amount  saved  for  the  year. 

(c)  Find  the  cause  of  the  increase  in  savings. 


LESSON  5 

CHECKING  THE  PERSONAL  RECORD  WITH  BUDGET 

FIGURES;  A  CLASSIFIED  RECORD  OF  INCOME 

AND  EXPENDITURES 

The  head  of  a  family  finds  it  necessary  to  keep  a  detailed 
record  of  income  and  expenditures  in  order  to  be  able  to 
establish  the  fact  that  the  actual  figures  of  the  latter  agree 
or  disagree  in  group  totals  with  the  estimates  in  its  budget, 
and  by  what  amounts.  A  complete  problem  will  be  pre- 
sented, the  solution  to  which  will  prove  that  the  Record  of 
Personal  Income  and  Expenditures  is  a  real  and  effective 
check  on  receipts  and  payments  as  they  occur,  and  discloses 
any  important  variations  from  the  amounts  shown  in  ad- 
vance by  the  budget. 

The  Inadequacy  of  the  Simple  Record  of  Receipts  and  Ex- 
penditures for  Comparison  Purposes 

Problem  1.  Henry  Greene  earns  a  salary  of  $35  a  week,  with 
which  he  supports  a  wife  and  one  child.  He  prepares  the  following 
budget: 
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Item  %  of  Income  ($35) 

1.  Food 30% 

2.  Shelter 25% 

3.  Clothins 10% 

4.  Recreation 5% 

5.  Education 5% 

6.  Miscellaneous   . 10% 

7.  Savings    .  15% 

Totals 1 00%  $35.00 

The  savings  item  includes  his  life  insurance  premiums  to  be  paid. 
To  be  able  to  check  his  actual  expenditures  with  his  budget  esti- 
mates, he  is  required  to  keep  a  Record  of  Personal  Income  and  Ex- 
penditure. His  receipts  and  payments  of  cash  during  the  first  week 
of  his  record  are  as  follows: 

1933 

Jan.  10  Received  weekly  salary  of  $35.  Spent  $.75  for  groceries 
and  dairy  products,  $.40  for  fruits  and  vegetables,  $.45  for 
meats.  Mr.  Greene  set  aside  $2.50  for  his  lunches,  car-fares, 
and  other  business  expenses  for  the  week. 

I  I      Mrs.  Greene  bought  a  hat  for  herself,  $1.50,  and  shoes  for 
!    her  child,   $1.50.    Groceries,   vegetables,    meat,   etc.,   cost 
$1.20;  household  articles,  $.65,  and  magazine,  $.15. 

12  Purchased  towels,  $.75;  groceries,  dairy  stuffs,  vegetables, 
fruits,  meats,  amounting  to  $1.45.    Movie  tickets  cost  $.75. 

13  Food  items  for  the  day  totaled  $1.90.    Mr.  Greene  pur- 
chased a  shirt  and  tie,  $1.65. 

14  Paid   $1.10  for  picture  frame;  spent  $1.80  on   groceries, 
meats,  etc.;  bought  drugs,  $.75. 

15  Groceries,  dairy  articles,  meats,  vegetables,  and  fruits  pur- 
chased, cost  $2.55.    Mrs.  Greene  bought  dress  material  for 
$1.30.    Paid  the  week's  newspaper  bill  $.40. 

16  Cost  of  trip  to  park  including   refreshments,   $.65.    Food- 
stuffs cost  $.55. 

Prepare  the  Record  of  Personal  Income  and  Expenditure  kept  by 
Mr.  Greene  and  make  the  comparison  with  the  budget  estimates. 

Mr.  Greene  prepares  his  Record  of  Personal  Income  and 
Expenditures  (on  a  form  similar  to  that  used  by  Walter 
Brown,  see  page  620)  and  finds  that  his  total  receipts  are 
$35  and  his  expenditures  are  $24.70,  leaving  him  a  balance 
on  Jan.  17  of  $10.30.  He  knows  that,  from  this  balance,  $8.75 
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must  be  reserved  for  the  week's  share  of  the  month's  rent, 
leaving  him  a  net  balance  of  $1.55  to  be  placed  in  his  sav- 
ings fund. 

Mr.  Greene  finds  that  he  must  group  together  similar 
items  in  his  record  in  order  to  be  able  to  make  a  comparison 
of  the  total  expenditures  in  each  classification  with  the 
amounts  estimated  in  the  budget.  This  involves  much  work 
that  can  be  lessened  perhaps  by  some  change  in  the  method 
of  preparing  and  keeping  the  record  of  Income  and  Ex- 
penditures. How  shall  he  modify  the  form  of  this  record  ? 

A  Classified  Record  of  Income  and  Expenditures 

Mr.  Greene  decides  that  it  will  help  considerably,  and 
save  time  and  effort,  to  add  to  his  record  a  series  of  money 
columns,  one  for  each  of  the  classifications  of  expendi- 
tures in  the  budget.  It  will  then  be  a  much  simpler  matter 
to  find  the  total  expenditures  for  each  group  by  adding 
each  of  the  six  columns.  In  such  a  Classified  Record  of 
Income  and  Expenditures  amounts  expended  will  be  set 
down  both  in  the  Payments  column,  and  in  the  proper 
classified  expenditure  columns.  Why  will  it  not  be  neces- 
sary to  make  a  classified  record  of  income?  One  money 
column  will  suffice  then  for  receipts. 

On  page  630  is  Mr.  Greene's  Classified  Record  of  Income 
and  Expenditures  for  the  second  week.  The  headings,  rul- 
ings, and  the  actual  record  for  that  week  can  be  seen  to 
include  the  information  given  in  the  narrative  below.  The 
same  headings  are  used  as  before:  Date,  Explanation, 
Receipts,  Payments,  but  there  are  special  columns  in  which 
to  distribute  or  classify  the  expenditures. 

Reading  the  Record. 

Jan.  17     Weekly    salary    of   $35    received.     Mr.    Greene's 
weekly  allowance  of  $2.50  for  all  personal  ex- 
penses taken  out  of  salary.    Spent  for  groceries, 
fruits,  vegetables,  milk,  butter,  meats,  $1.50. 
18     The  bills  for  groceries,  meats,  etc.,  amounted  to 
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$1.05.    Mrs.  Greene  purchased  sewing  materials 
for  $.38,  and  gave  $.50  to  a  Relief  Fund. 

19  Mrs.  Greene  bought  hardware  for  $.30;  groceries, 
fruits,  meats,  milk,  etc.,  for  $1.15;  a  dress  for  her 
daughter  for  $1.25  and  a  book  for  $.49. 

20  Doctor's  fee  and  medicines  amounted  to  $1.65. 
Bills  for  food  totaled  $1.75. 

21  Groceries,  milk,  meats,  etc.,  cost  $1.65.    Movies 
and  refreshments  amounted  to  $.75.   Mrs.  Greene 
purchased  stockings  for  $.98. 

22  Groceries,  milk,  cheese,  butter,  fruits,  vegetables, 
and   meats   for   the   week-end    cost   $2.70.     Mrs. 
Greene  bought  a  hat  for  $2.25,  and  paid  $.55  for 
the  week's  newspapers  and  a  magazine. 

23  A  trip  to  the  museum,   including  refreshments, 
cost  $.85,  and  $.50  was  spent  on  food. 

Note  carefully  these  two  facts  in  the  Classified  Record 
of  Income  and  Expenditures : 

1.  The  balance  of  Jan.  16,  193-,  $10.30,  has  been  brought 
down  and  entered  in  the  "Receipts  column/'  as  of  Jan.  17, 
193-. 

2.  Expenditures  are  entered  both  in  the  Payments  col- 
umn and  the  appropriate  classified  column.    For  example: 
on  Jan.  17,  the  weekly  allowance  of  Mr.  Greene,  $2.50,  is 
entered  in  both  the  Payments  and  in  the  special  Miscel- 
laneous columns;  the  expenditure  of  $1.50  for  groceries, 
etc.,  goes  in  both  the  Payments  and  the  special  Food  col- 
umns.  On  Jan.  18,  the  amount  spent  for  sewing  materials, 
$.38,  is  put  in  the  Payments  and  Clothing  columns,  and  the 
$.50  given  to  the  Relief  Fund  is  entered  in  the  Payments 
and  Miscellaneous  columns.    The  remaining  items  are  en- 
tered in  a  similar  manner. 

Analyzing  and  Checking  the  Record.  At  the  end  of  the 
week,  Mr.  Greene  adds  the  amounts  in  the  classified  col- 
umns and  finds  the  totals  to  be:  (as  shown  in  the  illustra- 
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tion)  food,  $10.30;  clothing,  $4.86;  health  recreation,  educa- 
tion, $2.64;  miscellaneous,  $4.95.  Why  is  there  no  record 
in  the  "Shelter"  column?  The  receipts  and  payments  col- 
umns are  now  totaled,  and  found  to  be  $45.30  and  $22.75 
respectively.  Note  that  the  receipts  column  includes  bal- 
ance brought  down  from  Jan.  16.  On  a  separate  sheet  of 
paper  the  sum  of  the  five  totals  for  the  special  columns  is 
obtained.  Mr.  Greene  checks  this  amount  with  that  in  the 
Total  Payments  column  and  finds  them  to  agree. 

Mr.  Greene's  balance  at  the  end  of  the  second  week  is 
obtained  by  subtracting  the  total  of  the  payments  column, 
$22.75,  from  the  total  of  the  receipts  column,  $45.30.  The 
balance  is  now  $22.55,  as  shown  in  the  illustration.  Re- 
member again  that  the  balance  does  not  represent  savings 
alone.  Two  weeks'  reserve  for  rent,  $17.50,  must  be  de- 
ducted, making  the  actual  savings  $5.05.  This  amount  is 
still  below  the  estimated  savings  for  two  weeks,  $10.50. 
However,  the  amount  of  the  savings  is  beginning  to  ap- 
proach the  estimate. 

Note  that  the  expenditures  for  food,  recreation,  and  edu- 
cation are  below  the  budget  estimate,  while  those  for  cloth- 
ing and  miscellaneous  items  are  above.  Mr.  Greene  must 
therefore  watch  the  two  latter  items  more  closely  in  the 
future.  By  his  Classified  Income  and  Expenditure  Record 
Mr.  Green  is  able  to  compare  much  more  readily  his  actual 
with  his  estimated  expenditures  and  discover  where  the 
discrepancies  lie. 

Summary 

A  Record  of  Personal  Income  and  Expenditures  serves  a 
very  important  purpose  in  regulating  expenditures.  A 
Classified  Record  is  even  more  desirable  as  it  saves  time 
and  labor  in  comparing  actual  expenditures  with  those 
estimated  in  the  budget. 

Business  Vocabulary 

approaching  discloses 
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ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  Copy  the  following  tabulation  of  estimated  and  actual 
expenditures  made  by  John  Strange  whose  weekly  income  is  $50 
and  supply  figures  for  the  blank  spaces. 

Budget  *  Amount  of  Incr. 

Per  Estimated  Actual      or  Deer,  over 

Item                Cent  Amounts     Expenditures     Estimate 

Food                    40%  ?  $19.58                 ? 

Shelter                20%  ?  10.00                  ? 

Clothing                8%  ?  3.75                  ? 

Recreation            4%  ?  2.35                 ? 

Education             6%  ?  2.80                  ? 

Miscellaneous       7%  ?  3.98                 ? 

Savings               15%  ?  ?                    ? 

*Show  amount  of  increase  of  actual  expenditures  and  savings 
overestimated  by  a  plus  sign;  amount  of  decrease  by  a  minus 
sign. 

GROUP  II 

1.  Henry  Greene,  whose  weekly  salary  is  $35  a  week,  keeps  a 
Classified  Record  of  Income  and  Expenditures  (see  page 
No.  630).  His  budget  provides  the  following  per  cents:  food,  30%  ; 
shelter,  25%;  clothing,  10%;  recreation,  5%;  education,  5%; 
miscellaneous,  10%;  savings,  15%.  On  January  23,  193-,  his 
record  shows  a  balance  of  $22.55,  brought  down  as  of  the  24th. 
The  narrative  of  Henry  Greene's  expenditures  for  the  week  of 
Jan.  24 — 30,  inclusive,  reads  as  follows: 
Jan.  24  Weekly  salary  of  $35  received.  $1.70  spent  on  food. 

25  Mr.  Greene  took  his  business  allowance  of  $2.50  for  the 
week.   Mrs.  Greene  purchased  food  items  for  $.75. 

26  Mr.  Greene  purchased  socks,  $.49.    Mrs.  Greene  spent 
$.39  for  a  dress  collar.    Groceries,  fruits,  meats,  milk, 
etc.,  cost  $1.48. 

27  Tooth  brushes  and  powder  cost  $.49.   Food  bills  amount- 
ed to  $1.50. 

28  Groceries,  milk,  meats,  etc.,  totaled  $1.50.    Movies  and 
candy  amounted  to  $.65.   Mrs.  Greene  bought  handker- 
chiefs, $.35. 

29  Food  needs  for  the  week-end   cost  $1.85.    The  week's 
newspaper  bill  and  a  magazine  were  paid,  $.55.    Mrs. 
Greene  bought  school  supplies  for  her  child,  $.25. 
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30  Car-fare  to  the  park  and  refreshments,  cost  $.60.   Food- 
stuffs cost  $.50. 

(a)  Continue  the  Classified  Record  after  bringing  down  the 
balance  of  $22.55  at  the  beginning  of  the  week. 

(b)  Pencil-foot  all  the  columns. 

(c)  Check  the  Payments  column  with  the  sum  of  those  in  the 
classified  columns. 

(d)  Balance  the  record,  rule  it  off  properly,  and  bring  down 
the  balance. 


LESSON  6 
OTHER  FORMS  OF  THRIFT 

Up  to  the  present  our  study  of  thrift  has  been  confined 
to  the  individual  or  group  of  individuals  at  home.  Two 
related  questions  now  present  themselves:  (1)  What  forms 
of  thrift,  other  than  in  using  money,  can  be  practiced  in 
the  home?  (2)  What  part  does  thrift  play  in  business  and 
public  life? 

Thrift  in  the  Home 

Just  as  well  as  there  can  be  thrift  in  using  money,  there 
can  also  be  thrift  in  using  time  and  material  things.  Ex- 
actly what  does  this  mean? 

A  Thrift  Problem  in  Time  Confronting  a  High-School 
Student. 

Problem  1.  Walter  Brown  attends  high  school  from  9  A.  M. 
to  3  P.  M.  every  day.  It  takes  him  a  half-hour  to  go  to  and  from 
school.  At  home  he  must  spend  time  practicing  on  the  violin  and 
doing  home  work.  He  usually  has  some  errands  to  run  and  things 
around  the  house  to  do  as  well.  Time  must  be  left  for  recreation, 
caring  for  himself,  and  sleep.  His  parents  expect  Walter  to  be  in 
bed  by  10  P.  M.  He  has  the  problem  of  using  the  twenty-four  hours 
of  the  week  day  in  the  most  practical  and  economical  way.  In  other 
words,  he  has  a  thrift  problem  in  time.  How  can  this  problem  be 
best  solved? 
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Our  study  of  thrift  in  money  will  at  once  suggest  the 
preparation  of  a  time  budget.  To  simplify  this,  let  us  re- 
strict the  budget  to  the  six  and  one-half  hours  of  the  after- 
noon and  evening,  between  3:30  (when  Walter  gets  home 
from  school)  and  10:00  o'clock  (when  he  retires).  Why 
should  he  not  spend  too  much  time  on  recreation  ?  Why  must 
he  restrict  his  time  to  be  devoted  to  violin  practice  on  school 
days?  Walter's  time  budget  will  show  the  following  dis- 
tribution for  the  six  and  one-half  hours : 

Home  work  (school) — 2%  hours. 

Violin  practice — 1  hour. 

Recreation — 1  hour. 

Errands  and  home  duties — 114  hours. 

Supper — %  hour. 

To  regulate  his  time  according  to  the  budget,  Walter 
prepares  a  time  schedule : 

3:30  to     4:15 — Home  duties  and  errands. 

4:15  to     5:15 — Recreation. 

5:15  to     6:15 — Violin  practice. 

6:15  to     6:45 — Home  duties. 

6:45  to     7:30— Supper. 

7:30  to  10:00— Home  work. 

Why  must  he  use  every  moment  of  the  time  allowed  for 
practicing  to  play  the  violin?  What  will  result  if  he  delays 
in  beginning  his  home  work,  or  idles  away  time  between 
7:30  and  10:00?  When  can  Walter  allow  more  time  for 
recreation  and  violin  practice?  Thrift  in  time  means  a 
systematic  and  sensible  distribution  of  time  among  all  the 
necessary  activities  and  the  proper  and  careful  use  of  the 
time  allotted  to  each. 

Thrift  Situations  Confronting  a  Family.  Mr.  and  Mrs. 
Barnes  and  their  son  Walter  have  occasion  to  use  economy 
in  situations  occurring  regularly  in  their  home: 

(a)  When  packages  are  received,  the  paper  in  which 
they  are  wrapped  is  removed  and  folded;  the  cord  is  not 
cut  up,  but  unknotted  and  saved. 
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(b)  Electric  lights  are  turned  out  when  not  in  use,  and 
the  use  of  unnecessary  light  is  avoided. 

(c)  At  meals,  food  is  not  wasted  by  any  member  of  the 
family. 

(d)  The  furniture  is  not  carelessly  handled  or  abused. 

(e)  Coats  are  placed  on  hangers;  clothes  are  carefully 
brushed  each  day;  shoes  are  shined  daily. 

What  other  situations  at  home  can  you  mention  in  which 
economy  can  be  practiced? 

These  economies  show  that  the  members  of  the  Barnes 
family  are  practicing  thrift  in  such  material  things  as 
paper,  cord,  food,  light,  furniture,  clothes.  Remember  that 
thrift  means  again  the  careful  use  of  material  things  to 
avoid  their  waste  and  to  increase  their  usefulness  in  the 
future.  Economy  in  material  things  is  eventually  economy 
in  money,  as  money  is  spent  to  buy  and  replace  material 
things. 

Thrift  in  Business  (Business  Economies) 

In  business,  thrift  is  practiced  in  ways  similar  to  those 
of  the  individual  or  family.  Thrift  in  business  is  obtained 
by  economical  and  efficient  management  and  operation. 
Waste  of  time,  effort,  labor,  or  materials  cuts  down  profits. 
(The  savings  of  the  individual  in  his  home-life  are  his 
profits.)  Let  us  cite  instances  to  illustrate  thrift  in  busi- 
ness; that  is,  business  economies. 

(a)  The  errand  boy  at  Frank  &  Co.,  druggists,  delivers 
packages  promptly  to  customers. 

(b)  The  packing  clerk  avoids  the  waste  of  wrapping 
paper  in  preparing  packages. 

(c)  All  clerks  are  punctual  and  make  worth-while  use 
of  spare  time  during  the  business  day. 

(d)  Goods  are  stored  and  handled  carefully  to  avoid 
loss  and  breakage. 

(e)  Electric  light  is  not  used  unnecessarily. 

(f)  Office  supplies  are  used  with  care  and  only  when 
needed. 
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Many  other  illustrations  can  be  given  of  economies  and, 
therefore,  savings,  in  business.  Efficient  and  prompt  per- 
formance of  business  operations,  or  activities,  by  clerks 
and  managers  is  thrift  in  the  larger  sense. 

Employees  who  realize  their  obligations  to  employers 
exercise  thrift  in  their  service  to  them  by  savings  in  time, 
supplies,  etc.  Responsibility  and  loyalty  on  the  part  of 
employees  means  prudence  in  the  use  of  everything  needed 
in  the  operations  of  the  business ;  the  same  thrift  that  these 
individuals  use  in  their  own  homes. 

Thrift  in  Public  Life  (Prudent  Use  and  Care  of  Public  Prop- 
erty) 

Before  we  leave  the  subject  of  thrift,  reference  to  its 
practice  in  the  use  of  public  property  is  necessary.  A  per- 
son, in  his  relations  to  the  many  institutions  for  recreation 
and  education  maintained  by  his  city,  state,  and  nation, 
can  exercise  the  same  prudence  and  care  that  he  exerts  in 
practicing  thrift  in  his  home  and  business.  A  few  illustra- 
tions will  suffice : 

(a)  When  visiting  a  public  park,  the  thoughtful  person 
keeps  off  the  grass  when  directed,   and  does   not  break 
branches  or  twigs  or  pluck  flowers.   He  observes  carefully 
all  the  warning  signs. 

(b)  At  school,  the  cooperative  student  does  not  misuse 
his  desk  or  seat,  waste  school  supplies,  or  deface  the  floors 
and  walls. 

(c)  At  the  museum,  the  careful  visitor  does  not  handle 
the  exhibits,  nor  does  he  lean  on  glass  cases  which  may  be 
broken  easily. 

(d)  At  the  public  library,  the  considerate  reader  han- 
dles books  carefully  and  avoids  soiling  or  tearing  them. 

(e)  The  careful  citizen  does  not  throw  paper  or  fruit 
peels  on  the  sidewalks  or  into  the  gutters  when  he  is  on 
the  streets. 

In  the  use  of  public  property  thrift  is  shown  by  consider- 
ate, thoughtful,  careful  acts.  Use  public  property  as  you  do 
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your  own.   The  public,  which  is  yourself  in  the  final  analy- 
sis, benefits  by  these  things. 

Summary 

Economies  in  time  and  in  material  things  are  important 
to  the  individual  at  home  and  in  business.  These  economies 
are  the  same  as  thrift  in  money.  Misuse  of  public  property 
causes  waste  and  eventually  losses  in  money. 

Business  Vocabulary 

economies  efficient  activity 

GROUP  I 

1.  The  following  situations  should  test  your  ability  to  work 
out  rapidly  and"  correctly  calculations  involving  communications 
in  the  firm  of  Conant  &  Darwin: 

(a)  The   month's   tabulation   of  the   costs   of  communication 
shows  the  following: 

Mail         Telephone         Telegraph          Cable  Radio 

$144  $48  $24  $12  $12 

(1)  What  is  the  total  cost  of  communication? 

(2)  What  per  cent  of  the  total  cost  is  each  of  the  five  items? 
What  is  the  total  of  the  per  cents? 

(3)  The  per  cent  of  mail  is  how  much  more  than  the  total 
of  the  per  cents  of  the  other  four  items  ? 

(b)  Among  the  telegraph  charges  for  the  month  are  the  costs 
of  the  following  telegrams.    From  the  data  given  find  the  cost 
of  each  telegram. 

Cost 

(1)  Full-rate  telegram — 20  words;     rate  30 — 2  ? 

(2)  Full-rate  telegram— 30  words;  rate  60—4  ? 

(3)  Night  message — 15  words;          rate  20 — 1  ? 
*(4)   Night  letter— 60   words;              rate  60—12               ? 
*(5)   Day  letter— 60  words ;                   rate  90— 18  ? 

*  Initial  rate  for  1st  50  words,  and  additional  for  10  words. 

(c)  Find  the  cost  of  four  cablegrams  included  in  the  cable 
charges  for  the  month.   They  are  as  follows : 

Cost 

(1)  Ordinary  cablegram — 12  words,     rate  $.20  ? 

(2)  Deferred  cablegram — 15  words,     rate     .10  ? 

(3)  Cable  letter— 20  words,  rate     .08V2  ? 

(4)  Week-end  Letter — 30  words,  rate     .09  ? 
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(d)  The  telephone  charges  for  the  month  include  the  charge 
for  local  service,  $28.50;  additional  local  messages,  $9.25;  and 
toll  service,  $10.25. 

(1)  Find  the  total  telephone  bill  for  the  month. 

(2)  Does  the  toll  service  charge  check  with  the  following 
amounts  on  the  toll  slip:  $.75,  $1.85,  $3.60,  $.58,  $2.55, 
$.72,  $.30? 

GROUP  II 

1.  Samuel  Harrison,  a  high  school  student,  plans  a  weekly 
time  budget  for  himself.     He  exceeds  his  time  allowance  for 
recreation.   What  other  items  on  the  budget  will  suffer? 

2.  The  time  budget  of  Mary  French  provides  for  three  hours 
to  be  devoted  to  home  work.   She  spends  over  four  hours  on  her 
home  work.   What  effect  has  this  on  her  time  budget?    In  what 
efficient  ways  may  she  be  able  to  bring  the  time  spe^t  on  home 
work  within  the  budget  allowance? 

3.  Thrift  in  money  means  the  sensible,  prudent  use  of  one's 
income   or   earnings.     Through    illustrations    affecting   yourself 
show  how  the  idea  of  sensible  and  prudent  use  applies  to   (1) 
thrift  in  time,   (2)   thrift  in  clothing,   (3)   thrift  in  school  sup- 
plies, (4)  thrift  in  public  property. 

4.  You  have  learned  that  the  selling  price  of  an  article  in- 
cludes: the  original  cost  of  the  article,  the  cost  of  the  business 
activities  or  operations,  and  the  profit.   Which  of  the  three  will 
be  affected  by  thrift  in  the  use  of  wrapping  supplies,  and  in  pack- 
ing and  delivering  goods?   How  will  this  affect  the  profit? 

5.  Susan  Cummings,  a  high-school  student,  wishes  to  provide 
for  the  following  in  her  time  budget  between  2  P.  M.  (when  she 
returns  from  school)  and  9:30  (when  she  retires)  :  home  work, 
3  hours;   piano  practice,   1   hour;  recreation,   1   hour;    errands 
and  home  duties,  !3/4  hours;  supper,  %  hour. 

Prepare  a  time  schedule  that  will  provide  for  the  time  allow- 
ance. 


UNIT  XVII 
SAVING  AND  INVESTING 

LESSON  1 
THE  SAVINGS  ACCOUNT 

Weekly  savings  and  other  money  surpluses  accumulated 
from  earnings  by  the  individual  or  family  with  the  aid  of 
budget  keeping  cannot  be  kept  at  home,  for  two  very  good 
reasons :  first,  they  are  not  safe  there ;  and,  second,  they  do 
not  bring  any  returns  (they  do  not  earn  any  money).  In 
this  unit  we  shall  consider  plans  for  saving  and  investing 
by  means  of  which  moneys  accumulated  can  be  invested 
prudently  and  safely,  and  thus  be  "put  to  work." 

Let  us  consider  the  most  widely  known  of  all  savings 
plans;  namely,  the  saving  of  money  in  savings  banks. 

Opening  a  Savings  Account  and  Making  the  First  Deposit 

Problem  1.  Stephen  Lament  and  his  family  move  into  a  new 
neighborhood.  On  the  first  of  October,  Mr.  Lament  draws  his  sav- 
ings of  $760  out  of  the  savings  bank  located  near  his  former  resi- 
dence, and  on  the  very  same  day  starts  an  account  in  the  Prudential 
Savings  Bank,  near  his  new  residence.  How  does  he  open  the  new 
account? 

Mr.  Lamont,  on  entering  the  bank,  stops  at  a  window 
bearing  the  sign,  "New  Accounts,"  and  tells  the  clerk  that 
he  wants  to  open  an  account.  The  clerk  on  the  other  side  of 
the  window  ascertains  from  Mr.  Lamont  the  following  facts : 
The  depositor's  name,  Stephen  Lamont;  his  address,  157 
Merrivale  Road;  telephone  number,  Atkins  7500;  his  occu- 
pation, sales  manager;  when  and  where  born,  March  15, 
1898,  United  States ;  father's  name,  Charles ;  mother's  maid- 
en name,  Mary  Lynch;  name  of  wife  (or  husband),  Anna; 
account  opened,  October  1,  193-.  The  clerk  enters  all  this 
information  on  a  "New  Accounts"  sheet.  Mr.  Lamont  places 
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Prudential 

Book 


Bank 

193ZL 


CouroNs 


his  signature  on  the  sheet.  Other  savings  banks  use  signa- 
ture cards,  similar  to  the  cards  filled  out  in  opening  a  check- 
ing account  at  a  commercial  bank.  The  numbered  signature 
card  (savings  accounts,  too,  are  numbered)  contains  the 
same  information  and  signature  as  given  above.  As  a  rule, 

the  card  is  prepared  in  du- 
plicate and  is  used  by  the 
bank  for  alphabetical  as 
well  as  numerical  files  of 
depositors'  signature  cards. 
Mr.  Lamont  hands  over 
to  the  clerk  the  $760  which 
makes  up  his  first  deposit. 
The  clerk  fills  out  a  de- 
posit slip  for  the  amount 
(see  illustration,  this 
page),  enters  the  deposit 
in  a  bank  pass  book  (see 
illustration,  page  643),  and 
gives  the  pass  book  to  the 
new  depositor. 

Why  did  the  clerk  get 
so  many  details  from  Mr. 
Lamont  for  entry  on  the 
"New  Accounts"  sheet? 

Of  what  importance  is  it  to 
Deposit  Slip— Savings  Bank        the  latter  to  write  a  clear 

and  legible  script  when  he  places  his  signature  on  the  new 
account  sheet?  Why  does  he  receive  a  bank  pass  book? 
What  is  the  value  of  numbering  new  accounts  consecu- 
tively? 

Making  Additional  Deposits 

Problem  2.  To  conform  to  his  budget  plan,  Mr.  Lamont,  on  the 
first  of  each  month,  makes  a  deposit  of  15%  of  his  salary,  which  is 
to  cover  all  the  forms  of  savings  provided  for  in  the  budget.  His 
monthly  salary  is  $200.  Accordingly,  on  November  I,  he  deposits 
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$30  (15%   of  $200)   in   his   new   account  at  the   Prudential   Savings 
Bank.   How  does  he  make  this  deposit? 

At  the  bank  Mr.  Lament  fills  out  a  deposit  slip.  On  it  he 
enters  the  following :  the  pass  book  number,  his  name,  ad- 
dress, and  the  amount  of  the  deposit,  $30,  after  the  word 
"bills"  (the  deposit  is  in  the  form  of  three  ten-dollar  bills) . 
Mr.  Lamont  hands  in  his  pass  book,  the  deposit  slip,  and 
the  three  ten-dollar  bills  at  the  receiving  teller's  window. 
On  the  bank  machine  (other  savings  banks  have  written 
records  only)  the  teller  simultaneously  types  the  date,  the 
amount  of  the  deposit,  and  the  new  balance  on  the  next  line 
of  the  pass  book  and  on  the  ledger  card  (depositor's  ac- 
count) which  he  withdrew  from  the  files.  The  bank  pass 
book  is  returned  to  Mr.  Lamont,  and  the  card  to  a  tem- 
porary receptacle  from  which  it  is  later  placed  in  the  de- 
positors' files.  Why  must  the  bank  pass  book  be  presented 
at  the  time  of  each  deposit?  Why  is  it  possible  for  Mrs. 
Lamont  or  even  for  a  person  not  a  member  of  the  family 
to  make  a  deposit  to  Mr.  Lament's  account?  Before  leaving 
the  bank,  why  should  Mr.  Lamont  check  the  new  balance 
entered  in  his  pass  book?  If  Mr.  Lamont  wishes  to  make  a 
deposit  by  mail,  which  is  allowed  by  many  savings  banks, 
why  must  the  pass  book  be  mailed  with  the  deposit  and  the 
deposit  slip?  On  receiving  the  deposit,  what  will  the  sav- 
ings bank  do  with  it? 

Making  Withdrawals 

Problem  3.  On  January  I,  1 93-,  the  annual  premium  of  $180.75 
on  Mr.  Lament's  life  insurance  policy  falls  due.  He  has  no  difficulty 
in  payins  this  large  amount,  since  it  was  accumulated  as  part  of  his 
monthly  savings  of  $30  at  the  Prudential  Savings  Bank.  How  will  he 
draw  the  money  needed  to  pay  for  the  premium? 

Mr.  Lamont  takes  his  bank  pass  book  to  the  bank  and 
requests  the  amount  of  the  premium  to  be  given  him  in  the 
form  of  a  check  made  payable  to  himself.  At  the  teller's 
window,  he  makes  out  and  signs  a  withdrawal  slip  (see 
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illustration  below)  for  $180.75  and  gives  both  the  slip 
and  the  bank  pass  book  to  the  teller.  The  latter  compares 
the  signature  on  the  withdrawal  slip  with  a  filed  duplicate 
of  his  signature,  and  then  examines  Mr.  Lament's  ledger 
card  to  make  sure  that  the  latter  has  a  balance  of  at  least 
$180.75  to  cover  this  withdrawal. 

Having  done  these  things,  the  teller  records  automat- 
ically by  using  the  bank  machine,  the  date,  the  amount  of 
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the  withdrawal,  and  the  new  balance  on  both  the  bank  pass 
book  and  the  depositor's  ledger  card.  (The  illustration  on 
page  645  shows  the  latter.)  He  then  asks  the  cashier  of  the 
bank  to  prepare  a  bank  check  for  $180.75  payable  to  the 
order  of  Stephen  Lament.  In  a  few  minutes  the  check  and 
the  pass  book  are  handed  to  Mr.  Lament  by  the  teller. 

Mr.  Lament  could  have  filled  out  another  form  of  with- 
drawal slip  that  would  have  permitted  Mrs.  Lament  to 
draw  the  money.  Why  would  the  pass  book  also  be  required 
with  this  form  of  withdrawal?  Should  he  lose  his  pass 
book,  the  bank  will  require  the  depositor  to  advertise  the 
loss  before  closing  the  old  account  and  opening  a  new  one. 
What  is  the  purpose  of  this  precaution?  Why  must  Mr. 
Lament  sign  the  withdrawal  slip  in  the  same  handwriting 
that  he  used  in  signing  the  "New  Account"  sheet?  Under 
what  other  circumstances  did  we  find  a  similar  situation? 
Why  does  the  savings  bank  encourage  the  use  of  a  savings 
account  for  accumulating  amounts  to  cover  life  insurance 
premiums?  What  reason  did  Mr.  Lamont  have  for  request- 
ing a  check  instead  of  cash?  Write  the  full  endorsement 
for  this  check  as  written  by  Mr.  Lamont  before  he  mailed 
it  to  the  Citizen's  Mutual  Life  Insurance  Co. 

Summary 

One  place  to  keep  savings  safely  is  in  a  savings  account. 
A  knowledge  of  the  method  of  filling  out  the  entries  OR  a 
signature  card,  deposit  slip,  and  withdrawal  blank,  and  of 
checking  the  entries  in  a  bank  pass  book  is  of  importance 
to  the  person  who  has  a  savings  account. 

Business  Vocabulary 

necessary  withdrawing 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  In  making  a  time  budget  for  yourself  to  cover  the  eight 
hours  from  the  close  of  school  till  bedtime,  you  schedule  the  fol- 
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lowing :  Homework,.  3  hours ;  errands,  home  duties,  and  supper, 
2  hours;  piano  practice,  1  hour;  recreation,  2  hours.  What  per 
cent  of  the  time  is  taken  by  each  activity  in  your  time  budget? 

2.  Your  total  income  for  a  week,  including  allowance  and 
earnings,  is  $3.50.  You  plan  to  save  20%  of  your  income  each 
week. 

(a)  How  much  do  you  allow  for  expenditures  and  how  much 
for  savings? 

(b)  During  a  week,  you  spend  the  following:  car-fares,  $.35; 
recreation,  $.75 ;  school  supplies,  $.28 ;  G.  0.  ticket,  $.25 ;  lunches, 
$.48;  candy  and  sodas,  $.36.   By  how  much  have  your  actual  ex- 
penditures exceeded  or  fallen  below  the  estimate?    Your  actual 
savings  ? 

(c)  During  a  second  week,  your  expenditures  are:   for  car- 
fares, $.40;  for  recreation,  $.55;  for  lunches,  $.56;  for  candy, 
$.18;  for  magazines,  $.25.   How  do  the  expenditures  and  savings, 
actually  made,  compare  with  the  estimates  in  (a)  ? 


GROUP  11 

1.  A  savings  bank  has  many  depositors  who  leave  their  sav- 
ings in  accounts  kept  for  them  by  the  bank.    In  what  ways  do 
these  deposits  help  to  circulate  the  accumulated  money  through 
the  community  for  various  business  purposes? 

2.  Savings  banks  are  strictly  regulated  by  law  and  can  invest 
their  depositors'  money  in  certain  authorized  forms  of  invest- 
ments only.    How  do  these  regulations  help  protect  the  money 
placed  on  deposit  in  savings  banks  by  many  residents  of  a  com- 
munity ? 

3.  Prepare  the  deposit  slip  for  Mr.  Lament's  third  deposit  of 
$30  made  in  bills  on  December  1,  193-.    Be  sure  to  write  his 
name,  the  date,  the  pass  book  number  (see  illustration  on  page 
642  for  this),  and  the  amount  of  the  bills. 

4.  Richard  Lawton  earns  an  annual  salary  of  $3300  a  year. 
His  budget  calls  for  savings  of  15%,  in  addition  to  annual  pre- 
mium payments   on   his   life   insurance   of   $24.75,   $36.00,   and 
$43.25.    In  round  numbers,  how  much  will  he  deposit  in  his  sav- 
ings account  each  month  to  have  a  sufficient  amount  for  both 
forms  of  saving? 
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LESSON  2 
PAYMENT  OF  INTEREST  ON  SAVINGS  ACCOUNTS 

Money  deposited  in  a  savings  account  earns  interest. 
This  interest  is  generally  paid  to  the  depositor  every  three 
months — in  some  banks,  every  six  months.  Savings  banks 
are  able  to  pay  interest  because  they  have  made  use  of  their 
depositors'  money  by  investing  it  in  first-rate  mortgages, 
bonds,  and  stocks.  From  the  earnings  on  these  investments 
the  banks  also  receive  the  money  which  they  need  to  meet 
their  operating  expenses.  At  the  same  time  the  banks  guar- 
antee their  depositors  protection  for  their  deposits. 

It  should  be  understood  that  savings  banks  are  not  all 
uniform  in  their  method  of  figuring  interest,  nor  does  every 
savings  bank  pay  the  same  rate  of  interest.  In  this  lesson, 
we  shall  consider  two  methods  of  paying  interest  at  a 
given  rate  of  interest. 

We  shall  again  refer  to  the  savings  account  of  Stephen 
Lament.  The  following  questions  regarding  the  amount  of 
interest  credited  to  his  account  will  be  considered :  When, 
on  what  sum,  and  at  what  rate  does  the  Prudential  Savings 
Bank  pay  interest  ?  How  is  the  interest  calculated  ? 

Calculating   Quarterly   Interest   When   Interest   Is   Paid   from 
Date  of  Deposit 

Problem  1.  On  Jan.  I,  193-  the  Prudential  Savings  Bank  de- 
clares a  quarterly  dividend  for  the  preceding  three  months.  This  is 
based  on  the  rate  of  3%  per  annum  and  is  payable  on  all  deposits 
ranging  from  $5  to  $7500.  Interest  in  this  bank  is  paid  from  the  date 
of  deposit.  On  what  sums  of  money  will  Stephen  Lament  receive  a 
dividend  (interest)  and  for  what  periods  of  time?  How  is  the  interest 
calculated? 

Turn  back  to  the  account  of  Mr.  Lament  shown  on  page 
645  and  observe  that  he  had  on  deposit: 

(a)  $760  from  Oct.  1  to  Jan.  1—3  months'  time. 

(b)  30  from  Nov.  1  to  Jan.  1 — 2  months'  time. 

(c)  30  from  Dec.  1  to  Jan.  1 — 1  month's  time. 
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Mr.  Lament  is  to  be  credited  with  interest  at  3%  per 
annum  on  each  of  these  sums  according  to  the  period  of 
time  for  which  each  has  been  on  deposit.  Let  us  first  calcu- 
late the  interest  on  each  sum  on  deposit  for  the  time  in- 
dicated, and  then  find  the  total  interest. 

There  are  a  number  of  ways  of  calculating  the  interest. 
The  following  two  are  used  here: 

SOLUTION  I.  SOLUTION  II. 

Deposit  (a).  Finding  Interest  on  $760  for  3  Months  at  3% 

Per  Annum. 

Interest  on  $760  for  one  Interest  on  any  sum  for  3 
year  (12  mos.)  at  3%  =  mos.,  or  14  yr->  at  3%  per 
760  x  .03  =  $22.80.  year  =  1/4  of  3%  =  %%  of 

that  sum. 

Interest  on  $760  for  3  mos.  Interest  on  $760  for  3  mos. 
(%  yr.)  at  3%  =  %  x  at  3%  =  $760  x  %%  = 
$22.80  =  $5.70.  $5.70. 

Deposit  (b).  Finding  Interest  on  $30  for  2  Months  at  3% 

Per  Annum. 

Interest  on  $30  for  1  year  Interest  on  any  sum  of 
(12  mos.)  at  3%  =  $30  x  money  for  2  mos.,  or  1/6 
.03  =  $.90.  yr.,  at  3%  per  year  =  1/6 

of  3%  =  3/6%  or  1/2%  of 

that  sum. 

Interest  on  $30  for  2  mos.  Interest  on  $30  for  2  mos. 
or  1/6  yr.  at  3%  =  1/6  x  at  3%  =  $30  x  i/2%  = 
$.90  =  $.15.  $.15. 

Deposit  (c).   Finding  Interest  on  $30  for  1  Month  at  3% 

Per  Annum. 

Interest  on  $30  for  one  Interest  on  any  sum  of 
year  (12  mos.)  at  3%  =  money  for  1  mo.,  or  1/12 
$30  x  .03  =  $.90.  yr.,  at  3%  per  year  =  1/12 

x  3%  =  3/12%  =  %%  of 

that  sum. 
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Interest  on  $30  for  one  mo.  Interest  on  $30  for  1  mo. 
(1/12  yr.)  at  3%  =  $.90  x  at  3%  =  $30  x  1/4%  =  $.30 
1/12  =  $.075  =  $.08.  x  %  =  $.075  =  $.08. 

Finding  the  Total  Interest. 

(a)  Interest  on  $760 $5.70 

(b)  Interest  on       30 15 

(c)  Interest  on       30 08 

Total  Interest  credited  to  Mr.  Lament's  account $5.93 

On  January  1  Stephen  Lament's  account  is  credited  with 
$5.93  interest.  How  much  will  his  account  show  on  January 
1,  before  the  withdrawal  of  the  $180.75?  What  will  be  the 
balance  after  the  $180.75  has  been  withdrawn?  See  illustra- 
tion on  page  645. 

Paying  Quarterly  Interest  for  Full  Three  Months'  Period 

Some  savings  banks  do  not  pay  interest  on  any  sums 
which  have  not  been  on  deposit  at  least  a  full  three  months' 
period  before  the  dividend  date.  Under  these  regulations, 
Mr.  Lament  would  receive  interest  on  $760  only.  Note 
that  no  savings  bank  will  pay  interest  on  a  sum  of  money 
that  is  withdrawn  from  deposit  before  the  dividend  (inter- 
est) date.  These  dividend  dates  are  usually  October  1,  Jan- 
uary 1,  April  1,  and  July  1.  Savings  banks  which  do  not 
pay  interest  on  amounts  deposited  for  less  than  three 
months  before  the  dividend  date,  sometimes  credit  depos- 
itors with  the  full  three  months'  interest  at  the  dividend 
date  even  though  the  money  has  been  on  deposit  one  or  two 
weeks  less  than  the  required  three  months.  Why  is  this 
done? 

Calculating  Quarterly  Interest  When  Account  Shows  Deposits 

and  Withdrawals 

Problem  2.  On  January  5,  1 93-,  Andrew  Blair  opened  an  ac- 
count in  the  Citizens'  Savings  Bank  with  a  deposit  of  $525.  On  Jan. 
15  he  withdrew  $100.  He  made  the  following  deposits:  Feb.  I,  $60; 
Mar.  I,  $60.  On  April  I,  the  savings  bank  declared  a  quarterly 
dividend  at  the  rate  of  4%  per  annum.  The  bank  pays  interest  only 
on  sums  that  have  been  on  deposit  for  the  full  three  months  prior  to 
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the  dividend  date.  However,  deposits  made  by  Jan.  10,  April  3. 
July  10,  and  Oct.  3  are  credited  from  the  first  of  the  respective 
months.  How  was  the  interest  to  be  credited  on  April  I  to  Mr. 
Blair's  account  calculated? 

The  deposits  on  Feb.  1  and  Mar.  1  of  $60  each  did  not 
receive  interest.  Why?  The  deposit  of  $525  on  Jan.  5  was 
considered  reduced  to  $425  by  the  withdrawal  of  $100. 
Interest  was,  therefore,  paid  for  three  months  on  $425  at 
4%  per  year. 

Calculation  of  Interest. 
Solution  1.    Interest  on  $425  for  1  yr.  at  4%  =  $17.00. 

Interest  on  $425  for  3  mos.  (%  yr.)  at  4%  = 

1/4  x  $17.00  =  $4.25. 
Solution  2.    3  mos.  =  %  of  a  yr.   Interest  for  3  mos.  =  14 

of  4%  =  1%. 
Interest  on  $425  for  3  mos.  at  4%  =  $425  x 

1%  =  $4.25. 

Mr.  Blair's  account  was  credited  with  $4.25  interest. 
It  is  to  be  noted  that  in  all  interest  calculations,  bank 
clerks  make  use  of  "interest  tables." 

Maximum  and  Minimum  Amounts  on  Deposit;  Interest  Rates 
Paid;  Etc. 

The  rate  of  interest  paid  depositors  varies  with  different 
savings  banks  and  depends  upon  conditions  in  the  "money 
market."  Interest  rates  on  savings  accounts  have  been 
found  to  range  from  2%  to  5%  per  annum.  Note  also  that 
sums  on  deposit  which  are  under  one  dollar  do  not  earn  any 
interest,  nor  is  interest  paid  on  fractions  of  a  dollar.  A 
certain  maximum  amount  is  set  for  the  amount  of  money 
that  can  be  held  on  deposit  in  any  one  account.  The  state 
banking  law  specifies  this  maximum  which  varies  in  differ- 
ent states.  A  person  who  has  more  money  to  deposit  in  an 
account  than  the  maximum  allowed  by  law  may  deposit  it 
either  in  two  or  more  savings  banks,  or  in  one  bank  with 
one  account  under  his  own  name  and  a  second  under  his 
name  in  trust  for  another. 
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Summary 

Savings  banks  generally  pay  interest  on  deposits  at 
intervals  of  three  months ;  that  is,  quarterly.  Some  savings 
banks  pay  interest  from  the  date  of  deposit ;  others  require 
that  the  amount  be  on  deposit  for  three  months  before  the 
dividend  is  declared,  except  that  a  leeway  of  a  week  or  two 
at  the  beginning  of  the  interest  period  is  permitted.  Interest 
is  not  paid  on  fractions  of  a  dollar.  There  is  a  maximum 
set  by  law  for  the  amount  that  can  be  deposited  in  one 
savings  account.  The  rate  of  interest  varies  from  2%  to 
5%,  depending  on  the  state  in  which  the  bank  is  located  and 
on  conditions  prevailing  in  the  money  market. 

Business  Vocabulary 

calculated  declaration  dividends 

quarterly 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  The  Citizens'  Savings  Bank  declared  a  dividend  of  4%  per 
annum  for  the  quarter  ending  December  31,  193-.    How  much 
interest  is  credited  to  each  of  five  accounts  having  on  deposit  for 
the  three  months,  October  to  January,  the  following  amounts  re- 
spectively: $175,  $36.70,  $986.80,  $3675,  $5.90? 

2.  On  July  1,  193-,  a  dividend  of  3%  per  annum  is  declared 
by  the  West  Side  Savings  Bank  for  the  three  months  preceding 
July  1.    Interest  is  paid  from  date  of  deposit.    What  interest  is 
credited  on  July  1,  193-,  to  Account  No.  26228  in  which  deposits 
were  made  as  shown  in  this  record? 

Date     Withdrawal  Deposit  Balance  Account  No. 

4-1-193-         ....  $200.00  $200.00  AD26228 

5-1-193-         40.00  240.00  AD26228 

6-1-193-         40.00  280.00  AD26228 

GROUP  II 

1.  On  April  1,  after  the  quarter's  interest  has  been  credited, 
Andrew  Blair  has  $549.25  on  deposit  in  the  Citizens'  Savings 
Bank.  This  bank  pays  interest  on  all  sums  over  five  dollars  that 
have  been  on  deposit  for  a  full  three  months  before  the  dividend 
date.  July  1,  the  dividend  rate  declared  is  3l/2%  per  annum. 
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Copy  the  account  and  find  the  amounts  to  be  inserted  where  the 
question  marks  are  placed. 

Date                       Withdrawal  Deposit  Balance 
193- 

April    1  $549.25 

1  $60  609.25 

May      1  60  669.25 

June     1  60  729.25 

July      1                     ^Interest  ?  ? 

*  To  calculate  interest  for  three  months  at  3y2%  it  is  simpler 
to  use  Solution  1  (outlined  in  this  lesson). 

2.  Applying  a  dividend  rate  of  3%  per  annum  and  paying  in- 
terest on  sums  on  deposit  during  a  full  quarterly  period  only, 
find  the  quarterly  interest  to  be  credited  to  an  account  showing 
the  following: 

Deposits:  April  1,  $550;  May  1,  $75;  June  1,  $75. 

Withdrawal:  April  15, 


LESSON  3 
COMPOUND  INTEREST 

Meaning  of  Compound  Interest 

In  the  previous  lesson  we  found  that  Mr.  Lamont  earned 
interest  of  $5.93  and  Mr.  Blair  of  $4.25  on  money  that  they 
had  on  deposit  in  their  savings  bank  accounts.  At  the  end 
of  the  three  months'  period  the  interest  was  credited  to 
their  accounts  and  added  to  the  amount  on  deposit  in  each 
of  the  respective  accounts.  Mr.  Lamont  and  Mr.  Blair 
decided  to  leave  the  interest  in  the  bank  though  they  had 
a  right  to  withdraw  it.  Why  did  they  decide  to  do  so? 

Both  Mr.  Lamont  and  Mr.  Blair  knew  that  the  interest 
amount  left  in  the  account  would  earn  interest  for  the  next 
quarter  in  the  same  manner  as  the  original  amount  on 
deposit  would.  This  original  amount  is  called  the  principal. 
The  new  interest  earned  at  the  end  of  the  next  quarter  on 
the  old  interest  and  principal  combined  is  called  compound 
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interest.   We  shall  present  a  problem  to  explain  how  com- 
pound interest  is  calculated. 

Problem  1.  On  October  I,  I93-,  Mrs.  Mary  Jones  received 
$1600  from  the  sale  of  a  lot,  and  with  this  sum  opened  an  account 
in  a  savings  bank.  On  April  I  of  the  following  year  she  had  an 
opportunity  to  make  an  investment  and  decided  to  withdraw  her 
money,  including  the  interest  earned  during  the  six  months,  from  the 
bank  account.  She  had  made  no  additional  deposits  and  no  with- 
drawals, and  on  January  I  and  April  I  respectively,  the  savings  bank 
had  declared  a  dividend  at  the  rate  of  3%  per  annum  for  the  three 
months  preceding  the  dividend  date.  What  was  the  exact  amount 
she  received?  How  much  of  it  was  compound  interest? 

To  answer  both  questions  it  is  necessary  to  find:  (1)  the 
interest  for  the  first  quarter  on  the  original  sum  or  prin- 
cipal, (2)  the  new  principal  on  January  1,  (3)  the  interest 
for  the  second  quarter  on  the  new  principal,  (4)  the  total 
amount  on  April  1. 

For  the  first  quarter  Mrs.  Jones  earned  %%  (*4  of  3%) 
of  $1600,  which  is  $12.  This  amount  was  added  to  the 
$1600  (the  principal),  making  the  amount  on  deposit  on 
January  1,  $1612,  which  is  the  new  principal.  For  the  next 
quarter  interest  amounting  to  $12.09  is  paid  on  the  $1612 
(%%  °f  $1612).  Adding  this  to  the  principal  on  January 
1,  $1612,  we  get  $1624.09,  which  is  the  amount  withdrawn 
by  Mrs.  Jones  on  April  1.  Arranged  in  tabular  form,  the 
solution  is  as  follows : 

Principal,   Oct.   1 $1600.00 

Int.  on  $1600  from  Oct.  1  to  Jan.  1  (3  mos.)  at  3%       12.00 

Principal,  Jan.   1 $1612.00 

Int.  on  $1612  from  Jan.  1  to  Apr.  1  (3  mos.)  at  3%       12.09 

Principal,  April  1 $1624.09 

The  total  interest  received  by  Mrs.  Jones  was  $24.09,  the 
difference  between  $1600,  the  amount  deposited  originally, 
and  $1624.09,  the  amount  she  received  on  April  1.  This 
total  interest  of  $24.09  was  the  compound  interest.  Note 
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that  the  compound  interest  consisted  of  two  parts :  one,  the 
simple  interest  of  $12  on  $1600  during  each  of  two  quar- 
terly periods,  which  totaled  $24;  two,  the  interest  earned 
during  the  second  quarter  (January  to  April)  on  the  $12 
interest  (the  first  quarter's  interest),  which  amounted  to 
$.09. 

Summary 

Compound  interest  is  interest  paid  on  the  total  of  the 
principal  and  interest  already  earned  on  it.  At  the  end  of 
each  quarter  the  interest  is  added  to  the  sum  on  deposit, 
and  interest  is  reckoned  on  the  resulting  amount,  or  latest 
principal,  for  the  succeeding  period. 

Business  Vocabulary 

interest  compound  opportunity 


ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  (a)   At  3%  per  annum,  find  one  quarter's  interest  on  each 
of  these  sums  on  deposit  in  five  accounts :  $1200,  $80,  $2400,  $16, 
$400. 

(b)  A  dividend  at  the  rate  of  4%  is  declared.  What  is  the 
quarterly  interest  on  depositors'  balances  of  $165,  $24.75,  $1600, 
$967,  $269.20? 

2.  John  Adamson   deposited   $400   in   a   savings   account   on 
January  1.  In  April  and  in  July  the  savings  bank  declared  a 
dividend  of  4%  per  annum.    Mr.  Adamson  made  no  further  de- 
posits, and  left  his  interest  in  his  account. 

(a)  What  interest  did  Mr.  Adamson's  account  earn  on  April  1? 

(b)  After  the  interest  had  been  added,  what  was  the  balance? 

(c)  What  interest  did  the  account  earn  on  July  1? 

(d)  What  was  the  balance  after  the  new  interest  was  added  to 
the  balance  on  April  1? 

(e)  What  was  the  compound  interest? 

GROUP  II 

1.  George  Bacon  decides  to  place  $15,000  in  a  savings  bank. 
He  cannot  deposit  more  than  $7500  in  one  account  according  to 
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the  state  law.  The  "new  accounts"  clerk,  however,  tells  him  that 
he  is  allowed  to  open  one  account  solely  in  his  own  name,  a  sec- 
ond in  trust  for  another  person ;  and  still  a  third,  a  joint  account 
in  his  own  name  and  that  of  his  wife.  Why  does  the  law  permit 
this? 

2.  Though  a  state  law  limits  the  amount  on  deposit  in  a  single 
account  to,  for  example,  $7500,  the  interest  it  earns  is  allowed 
to  be  added  to  the  maximum  of  $7500,  and  the  principal  plus  the 
interest  is  permitted  to  draw  interest.  How  do  you  explain  this 
exception  to  the  rule? 

3.  Savings  banks  do  not  accept  deposits  of  sums  less  than  one 
dollar.    Why   does   this   rule  work   no   hardship   on   depositors? 
How  does  it  decrease  the  number  of  accounts  with  fractional 
parts  of  a  dollar? 

4.  We  saw  that  savings  banks  do  not  pay  interest  on  fractions 
of  a  dollar,  or  on  sums  under  one  dollar.    What  common-sense 
reason  is  there  for  this  regulation? 

5.  Charles  Thornton  opened  a  savings  account  on  January  1, 
193-,  with  a  deposit  of  $650.  During  the  year,  he  made  no  addi- 
tional deposits  and  no  withdrawals,  and  left  the  interest  in  the 
account.  For  the  four  quarterly  periods  of  the  year,  the  savings 
bank  declares  a  dividend  at  the  rate  of  4%  per  annum.     How 
much  has  Charles  Thornton  on  deposit  on  January  1  of  the  suc- 
ceeding year? 

6.  Copy  the  record  given  below  of  William  Stewart's  account 
in  a  savings  bank.    Complete  the  record  assuming  that  the  bank 
pays  interest  quarterly  at  4%  per  annum. 

WILLIAM  STEWART'S  ACCOUNT— NO.  15076 

Date  Withdrawal              Deposit  Balance 

193- 

July     1  $250  $250 

Oct.     1  Interest                       ?  ? 

1  50  ? 

Jan.     1  Interest                       ?  ? 

1  50  ? 

Apr.    1  Interest                       ?  ? 

1  50  ? 

July    1  Interest                        ?  ? 
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LESSON  4 

SCHOOL  SAVINGS  BANKS  AND  POSTAL  SAVINGS 

BANKS 

School  Savings  Banks 

Many  schools  try  to  encourage  thrift  among"  students 
through  the  organization  of  School  Savings  Banks.  Stu- 
dents are  urged  to  open  accounts  and  make  deposits  of 
small  sums.  As  soon  as  his  account  amounts  to  five  dollars 
(in  some  banks),  the  student  is  advised  to  open  a  regular 
savings  account,  so  that  interest  can  be  earned. 

Let  us  see  how  an  account  is  opened  in  a  school  savings 
bank,  and  how  habits  of  thrift  are  encouraged  thereby. 

Problem  1.  May  Frost  entered  her  senior  year  at  the  Lincoln 
High  School  in  September,  193—.  She  determined  to  save  about  ten 
dollars  to  cover  her  expenses  for  graduation,  and  for  this  purpose 
opened  an  account  in  the  school  bank.  Why  did  she  not  choose  to 
open  her  account  in  a  regular  savings  bank?  What  did  she  expect 
to  accomplish  through  saving  in  her  school  savings  account?  How 
was  the  account  started,  continued,  and  finally  closed? 

May  Frost  decided  to  open  an  account  in  the  school  sav- 
ings bank  because  of  its  great  convenience,  and  because  it 
enabled  her  to  deposit  amounts  under  a  dollar  which  would 
not  be  accepted  by  a  regular  savings  bank.  She  realized 
that  if  she  deposited  at  least  25c  regularly  each  week  for 
40  school  weeks,  she  would  have  $10  in  her  account  at  the 
end  of  the  school  year. 

On  September  15  she  made  an  initial  deposit  of  25c  in 
the  school  bank,  thereby  starting  her  account.  The  steps 
in  opening  the  account  were  practically  the  same  as  those 
followed  in  opening  a  regular  savings  bank  account.  To 
review  the  steps  we  will  see  them  as  carried  out  by  Miss 
Frost,  in  this  instance : 

1.  She  signed  a  signature  or  application  card  in  dupli- 
cate, bearing  her  name,  address,  occupation,  father's  and 
mother's  first  names,  and  her  official  class. 
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2.  She  filled  out  a  deposit  slip  and  made  her  first  deposit 
of  25c. 

3.  She  received  a  bank  pass  book  in  which  this  deposit 
was  entered. 

Each  succeeding  week  May  made  out  a  deposit  slip  and 
presented  it  with  the  deposit  and  bank  pass  book  at  the 
receiving  teller's  window  in  the  school  bank.  On  a  number 
of  occasions  she  deposited  a  few  extra  coins.  She  made  no 
withdrawals  during  the  year. 

In  the  middle  of  June,  the  next  year,  May  filled  out  a 
withdrawal  slip  for  $10.50,  signed  it,  obtained  her  father's 
signature,  and  gave  the  slip  and  the  bank  pass  book  to  the 
paying  teller.  She  then  received  the  $10.50  she  had  on 
deposit. 

Why  did  May  make  sure  not  only  to  deposit  25c  regularly 
each  week,  but  also  not  to  miss  a  single  one  of  the  forty 
weeks  in  the  school  banking  year?  Why  did  May's  school 
bank  require  a  parent's  permission  before  money  was  with- 
drawn? How  did  such  experience  as  this  help  May  to  see 
the  value  of  consistent  saving?  How  did  it  teach  her  the 
value  of  prudent  spending? 

Postal  Savings  Banks 

Have  you  ever  noticed  the  sign,  "Postal  Savings,"  on  the 
windows  of  post  offices?  Did  you  stop  to  ask  what  the  sign 
meant  ?  If  you  had,  you  would  have  learned  that  the  United 
States  operates  savings  banks  throughout  the  country. 
Most  main  post  offices  (not  sub-stations)  maintain  postal 
savings  departments  called  Postal  Savings  Depository  Of- 
fices, where  any  person  may  deposit  sums  as  small  as  ten 
cents.  The  maximum  amount  permitted  in  a  single  account 
is  $2500,  exclusive  of  interest. 

For  deposits  of  ten  cents  you  receive  a  postal  savings 
stamp  which  you  paste  on  a  postal  savings  card  that  has 
space  for  ten  stamps.  The  illustration  on  page  659  shows 
a  United  States  Government  Postal  Savings  Card.  The  first 
paragraph  on  the  card  reads:  "Place  ten  postal  savings 
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stamps  on  the  spaces  numbered.  The  card  will  then  be 
accepted  at  any  postal  savings  depository  office  as  a  deposit 
of  one  dollar,  or  may  be  redeemed  in  cash."  Then  read  the 
thrift  slogans  printed  in  each  space  where  the  savings 
stamps  are  to  be  placed.  As  you  see  from  the  card  you 
read,  a  deposit  of  one  dollar,  or  more,  enables  you  to  open 


C3AMI) 

PLACE  TEN  POSTAL  SAVINGS  STAMPS  ON  THE 
SPACES  NUMBERED.  THE  CARD  WILL  THEN 
BE  ACCEPTED  AT  ANY  POSTAL  SAVINGS  DE- 
POSITORY OFFICE  AS  A  DEPOSIT  OF  ONE 
DOLLAR,  OR  MAY  BE  REDEEMED  IN  CASH 


IMPRESS  HERE 

OFFICE  DATING 

STAMP 


Postal  Savings  Card 

a  postal  savings  account.  You  fill  out  the  application  and 
hand  it  to  the  post-office  clerk.-  On  the  inside  of  the  appli- 
cation card  is  kept  a  record  of  your  deposits,  withdrawals, 
interest,  and  other  information,  so  that  the  card  serves  the 
Post  Office  as  a  ledger  card  serves  the  savings  bank.  When 
deposits  are  entered  on  the  application  card,  the  date,  serial 
numbers,  and  amounts  of  the  certificates  issued  are  re- 
corded. 

For  every  deposit  of  $1  or  over,  one  or  more  postal  sav- 
ings certificates  are  received.  Their  denominations  are  $1, 
$2,  $5,  $10,  $20,  $50,  $100,  $200,  and  $500.  These  certifi- 
cates are  made  out  in  the  depositor's  name.  Postal  savings 
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certificates  cannot  be  transferred;  but  can  be  replaced  if 
lost,  stolen,  or  destroyed. 

After  a  postal  savings  account  has  been  opened,  deposits 
may  be  made  in  person,  or  by  a  representative,  or  by  a 
money  order,  or  by  registered  mail. 

An  envelope  in  which  the  certificates  are  kept  is  given  to 
every  depositor.  This  envelope  with  the  certificates  should 
be  kept  in  a  safety  box  in  the  home  or,  better  still,  in  a  bank 
vault  box.  Read  carefully  the  "Information  for  Depositors" 
contained  on  this  envelope.  Note  particularly  paragraph  3, 
which  reads :  "Interest  accrues  at  the  rate  of  2  per  cent  a 
year  (one-half  of  1  per  cent  for  each  full  period  of  three 
months)  and,  except  under  certain  conditions,  is  payable 
when  a  certificate  is  surrendered." 

To  withdraw  money  from  a  postal  savings  account,  the 
depositor  presents  his  Record  of  Certificates  and  postal 
savings  certificates  at  the  postal  depository  office.  Having 
endorsed  the  certificates  he  wishes  to  redeem,  the  depos- 
itor surrenders  them  to  the  clerk  and  receives  the  cash 
equivalent  of  their  total  amount  plus  the  interest  that  has 
accrued  in  every  one  of  the  three  months'  periods  which 
have  elapsed  since  the  date  of  issuance  of  the  certificates. 

Postal  savings  certificates  may  be  exchanged  for  postal 
savings  bonds  which  are  issued  in  denominations  of  $20, 
$100,  and  $500.  These  bonds  yield  2%%  interest  annually, 
payable  twice  a  year,  on  January  1  and  July  1.  The  bonds 
run  for  twenty  years. 

Why  is  the  postal  savings  account  the  safest  form  of 
saving?  What  rate  of  interest  is  earned  on  postal  savings 
certificates?  On  postal  savings  bonds?  How  does  the  rate 
of  interest  on  the  certificates  and  on  the  bonds  compare 
with  that  paid  by  a  savings  bank?  Why  is  a  $2500  limit 
placed  on  the  postal  savings  account?  What  are  some  of 
the  drawbacks  of  saving  in  a  postal  savings  account? 

Summary 

School  savings  banks  are  organized  to  encourage  stu- 
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dents  to  save  and  instill  in  them  the  habit  of  thrift.  When 
the  account  is  large  enough,  a  regular  savings  account  is 
opened.  The  method  of  opening  the  account,  of  depositing, 
and  of  withdrawing  is  the  same  as  that  of  a  regular  savings 
account.  The  postal  savings  system  allows  deposits  of  from 
lOc  to  $2500.  Postal  savings  certificates  are  given  as  re- 
ceipts for  deposits  and  can  be  exchanged  for  postal  savings 
bonds.  The  first  pay  2%  interest  per  year  and  the  second 


Business  Vocabulary 

depository  graduation  redeemed 

consistent     .  certificate  serial 

surrendered  withdrawn  drawbacks 

throughout  reverse 


ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  At  4%  per  annum,  what  is  the  quarterly  interest  on  each 
of  five  accounts  amounting  to  $8.90,  $2450.60,  $158,  $496,  $4.50, 
respectively  ? 

2.  At  3%  per  annum,  what  is  the  interest  on  each  of  these 
deposits  remaining  in  the  bank  a  full-quarter  period  :  $1600,  $24, 
$80.90,  $3.70,  $12.75. 

GROUP  II 

1.  Explain  briefly  the  following  slogans,  printed  on  postal  sav- 
ings cards   (See  page  659)  :    "Save  and  have,"  "Saving  creates 
independence,"  "Great  oaks  from  little  acorns  grow,"  "A  penny 
saved  is  a  penny  earned,"  "Thrift  is  the  power  to  save." 

2.  School  savings  banks  are  not  permitted  by  law  to  pay  in- 
terest on  savings  accounts  kept  with  them.  What  is  the  procedure 
followed  in  order  to  enable  accounts  holding  five  dollars  or  more 
to  earn  interest? 

3.  Compare   the   annual   interest   earned   by   three   sums   of 
$1200  each,  invested  respectively  in  postal  savings  certificates, 
in  postal  savings  bonds,  and  in  a  regular  savings  bank  account 
paying  4%  interest  per  annum,  compounded  quarterly. 
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LESSON  5 

THRIFT   ACCOUNTS    AT    COMMERCIAL    BANKS; 

BUILDING    AND    LOAN    ASSOCIATIONS; 

CHRISTMAS    CLUBS 

In  this  lesson  we  shall  go  into  several  other  methods  of 
saving  besides  those  already  studied. 

Thrift  Accounts  in  Commercial  Banks 

Frequently  in  addition  to  their  regular  departments, 
commercial  banks  maintain  so-called  'Thrift  or  Compound- 
Interest  Departments"  in  which  thrift,  or  savings  accounts 
can  be  opened.  Such  accounts  generally  earn  a  lower  rate 
of  interest  than  do  savings  bank  accounts:  usually  V2%> 
1%>  !%%>  or  2%,  depending  on  the  bank  and  the  amounts 
on  deposit.  These  thrift  accounts  are  very  convenient  for 
depositors  dealing  with  the  checking  department  and  other 
departments  of  the  bank.  In  fact,  some  banks  will  on  re- 
quest deduct  from  the  depositor's  checking  account  the 
amount  the  depositor  wishes  to  deposit  in  his  savings  ac- 
count. In  some  commercial  banks  thrift  accounts  take  the 
form  of  Christmas  Club  accounts,  which  generally  do  not 
earn  interest.  Later  in  the  lesson  this  type  of  account  is 
described  more  fully. 

Building  and  Loan  Association  Shares 

Building  and  loan  associations  offer  savings-investments 
in  the  form  of  shares  in  mortgages  held  on  land  and  real 
estate.  The  investor  is  required  to  make  regular  payments, 
usually  by  the  month,  and  at  the  end  of  a  number  of  years 
receives  a  lump  sum  of  money  which  includes  the  principal 
he  invested  plus  the  interest  and  profit  that  have  been  earned 
by  the  investor's  share  in  the  association.  Building  and 
loan  associations  lend  the  moneys  invested  with  them  to 
builders  and  owners  of  property.  These  loans  are  secured 
by  mortgages,  on  which  the  builders  and  owners  pay  inter- 
est. The  property  mortgaged  is  the  security  for  those  who 
invest  in  the  association's  shares.  The  investors  receive 
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a  larger  return  on  their  savings  than  on  savings  accounts, 
but  there  is  always  the  danger  of  a  drop  in  the  value  of  real 
estate  and  hence  a  corresponding  fall  in  the  value  of  the 
building  and  loan  association  shares. 


No.  of 
Years 

$1  per 
Month 

$5  per 
Month 

$10  per 
Month 

$15  per 
Month 

$25  per 
Month 

$50  per 
Month 

$75  per 
Month 

2 

$24.84 
65.98 
80.82 
96.26 
112.34 
129.06 
146.47 
164.57 
183.41 
203.03 

$124.26 
330.21 
404.50 
481.81 
562.25 
645.96 
733.07 
823.72 
918.05 
1016.22 

$248.54 
660.47 
809.09 
963.74 
1124.66 
1292.11 
1466.38 
1647.72 
1836.42 
2032.77 

$372.82 
990.75 
1213.68 
1445.65 
1687.05 
1938.25 
2199.65 
2471.66 
2754.71 
3049.26 

$621.39 
1651.33 
2022.89 
2409.54 
2811.88 
3230.56 
3666.24 
4119.61 
4591.39 
5082.33 

$1242.83 
3302.77 
4045.91 
4819.23 
5623.95 
6461.34 
7332.73 
8239.51 
9183.10 
10165.01 

$1864.25. 

5  
6  
7  

4954.18 
6068.92 
7228.91 
8436.00 
9692.11 
10999.23 
12359.42 
13774.84 
15247.71 

t 

9 

10  

11  
12  
13 

This  chart  shows  what  consistent  saving  on  the  monthly  installment 
plan,  with  dividends  figured  on  the  basis  of  4%  per  annum,  compounded 
quarterly,  will  amount  to  In  thirteen  years. 

Another  form  of  investment  offered  by  some  building 
and  loan  associations  is  the  instalment  share.  To  investors 
in  this  type  of  security  the  building  and  loan  association 
guarantees  the  return  of  savings  plus  interest,  compounded 
for  example,  quarterly  at  4%  per  annum.  Monthly  pay- 
ments of  $5,  $10,  $25,  etc.,  may  be  required  for  a  period  of 
5,  7,  9,  11,  or  13  years.  The  tabulation  above  shows 
the  total  amounts  received  after  various  monthly  install- 
ment sums  have  been  paid  in  during  a  definite  number  of 
years.  The  same  caution  applies  to  buying  these  securities 
as  to  those  mentioned  in  the  previous  paragraph. 

Christinas  Club  Accounts  in  Savings  Banks 

A  very  popular  plan  for  saving  in  savings  banks,  other 
than  by  means  of  the  regular  account,  is  the  Christmas 
Club.  As  a  general  rule  the  depositor  starts  his  Christmas 
Club  Fund  early  in  December  of  one  year  and  makes 
fifty  weekly  payments  of  50c,  $1,  $2,  $5,  or  $10.  Late  in 
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November  of  the  next  year  he  receives  $25,  $50,  $100,  $250, 
or  $500,  depending  on  the  size  of  his  weekly  payments,  and 
an  additional  small  sum  as  interest.  In  this  way  depositors 
can  save  money  needed  for  definite  purposes,  such  as  Christ- 
mas gifts,  insurance  payments,  household  purchases,  etc. 
The  depositor  is  obliged  to  make  deposits  regularly,  usually 
every  week,  if  he  wishes  to  receive  the  full  benefits  accruing 
from  this  form  of  saving. 
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32 
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1.40 
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8 

2.15 
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33 

90c 
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40c 

1.80 

33 

1.65 

28.05 
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2.10 
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34 

85c 

56.95 

9 

45c 

2.25 

34 

1.70 

29.75 

10 

2.05 

22.75 

35 

80c 

5775 

10 

50c 

2.75 

35 

1.75 

31.50 
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24.75 
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36 
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37 

1.85 

35.15 
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1.90 

28.60 

38 
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59.85 

13 

65c 

4.55 

38 

1.90 

37.05 

14 

1.85 

30.45 

39 
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60.45 

14 
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5.25 

39 
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15 
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YOU  CAN  PAY  AS  FAR  IN  ADVANCE  AS  YOU  WISH        ^ 

Christmas  Club  Savings  Flans — Decreasing  and  Increasing 
Weekly  Payments 

The  Christmas  Club  account  is  opened  very  much  in  the 
same  way  as  a  regular  savings  account.  The  signature 
card,  containing  the  rules  of  the  club,  calls  for  the  signa- 
ture of  the  depositor  and  his  address.  A  book  of  numbered 
coupons  is  issued  which  serves  as  a  bank  pass  book.  As 
weekly  payments  are  made,  the  coupons  are  stamped  and 
removed  by  the  teller.  The  depositor  is  identified  by  the 
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number  on  the  coupon.  In  some  Christmas  Club  books  the 
first  page,  or  coupon,  must  bear  the  signature  of  the  de- 
positor. What  precautions  must  the  depositor  take  every 
time  he  makes  a  deposit? 

A  rather  interesting  variation  of  the  Christmas  Club 
plan  of  saving  is  the  one  by  which  weekly  increasing  or 
decreasing  amounts  are  deposited.  The  depositor  starts 
with  even  as  little  as  five  cents  and  each  week  deposits  five 
cents  more  than  the  preceding  week ;  or  the  depositor  starts 
with  two  dollars  and  fifty  cents  and  deposits  five  cents 
less  each  week.  By  the  increasing  plan  the  amount  of  the 
last  deposit  will  be  $2.50,  by  the  decreasing,  5c.  At  the  end 
of  fifty  weeks  the  depositor  will  receive  $63.75  in  both 
cases,  as  shown  by  the  illustration  on  page  664.  In  increas- 
ing or  decreasing  Christmas  Club  savings  plans  of  this 
kind,  the  increasing  or  decreasing  amounts  may  vary  from 
Ic  to  $20. 

You  are  not  expected  to  withdraw  any  money  from  a 
Christmas  Club  Fund  until  the  expiration  of  fifty  weeks. 
At  the  end  of  the  Christmas  Club  period,  depositors  are 
invited  to  transfer  their  savings  to  a  regular  savings  ac- 
count, on  which,  as  a  rule,  the  rate  of  interest  is  larger. 
What  advantage,  however,  has  the  Christmas  Club  account 
over  the  regular  savings  account  insofar  as  furthering 
systematic  saving? 

Summary 

Methods  of  saving,  other  than  savings  bank  accounts, 
school  savings  bank,  postal  saving  certificates,  and  bonds, 
are  thrift  accounts  in  the  thrift  or  compound-interest  de- 
partments of  commercial  banks,  building  and  loan  associa- 
tion shares,  and  Christmas  Club  Fund  accounts. 

Business  Vocabulary 

popular  security  investors 

mortgages  decreasing  increasing 

variation  locality 
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ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  Five   members   of   a  Christmas    Club    Fund,  respectively, 
deposit  for  each  of  fifty  weeks  the  following:  50c,  $1,  $2,  $5,  $10. 
What  amount  will  each  receive  at  the  end  of  the  year,  exclusive 
of  interest  payments? 

2.  Samuel  Rogers  bought  five  installment  shares  of  a  building 
and  loan  association,  and  paid  in  ten  dollars  monthly.  Interest  in 
the  form  of  dividends  was  paid  at  4%,  compounded  quarterly. 
How  much  was  the  dividend  credited  to  Mr.  Rogers'  account  at 
the  end  of  each  of  the  periods  given  in  the  first  column  below: 

Years  Amount  Paid  Amount  Plus  Dividend  Dividend 
5                 $600                               $660.47  ? 

1  840  963.74  ? 

9  1080  1292.11  ? 

11  1320  1647.72  ? 

13  1560  2032.77  ? 

GROUP  II 

1.  The  depositor  in  a   Christmas   Club  account  and  the   in- 
vestor in  shares  of  a  building  and  loan  association  are  required 
to  make  weekly  or  monthly  payments  to  meet  their  obligations. 
How  does  this  help  the  individual  to  save  money  regularly  and 
systematically?  What  advantage  has  either  of  these  plans  of 
saving  over  the  "tin-box"  method  of  saving  at  home? 

2.  Mrs.  John  Hawkins  planned  to  save  during  the  year  for 
the  following  purchases  and  contributions  to  be  made  at  the  end 
of  the  year :  Christmas  gifts,  $75 ;  a  new  radio,  $35 ;  a  new  wash- 
ing machine,  $47.50 ;  a  life  insurance  premium,  $35.60 ;  contribu- 
tions to  relief  funds,  $25.    She  decided  to  start  an  account  in  a 
Christmas  Club  Fund  and  to  deposit  for  each  of  fifty  weeks  a 
definite  sum.   What  weekly  payment  will  it  be  necessary  for  her 
to  make  to  accumulate  an  amount  sufficient  to  cover  all  these 
expenses?    What  coupon  books  will  she  receive?    What  balance 
will  she  have  left  after  making  the  contemplated  expenditures? 
(The  interest  payment  on  each  book  is  half  the  value  of  one 

coupon,  and  the  coupon  books  "run"  in  denominations  of  50c,  $1, 
$2,  $5,  $10.) 

3.  George  Barnes  bought  five  installment  shares  of  a  building 
and  loan  association  to  be  paid  $25  per  month.    Dividends  were 
compounded  quarterly  at  4%  per  annum.    The  association  pre- 
sented the  following  table  to  Mr.  Barnes  to  show  him  the  total 
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of  the  payments  he  would  make  during  the  course  of  the  thirteen 

years  in  monthly  instalments,  and  the  total  amount  they  would 

be  worth  at  various  periods  during  that  time : 

PURCHASE  OF  FIVE  INSTALLMENT  SHARES 

Period  of  Years  Amount  of  Shares  Value  of  Shares 

5  $1500  $1651.33 

7  2100  2409.54 

9  2700  3230.56 

11  3300  4119.61 

13  3900  5082.33 

(a)  What  is  the  amount  of  the  dividend  estimated  as  due  at 
the  end  of  each  period? 

(b)  How  would  the  use  of  compound  interest  tables  help  in 
calculating  the  value  of  the  shares  ? 


LESSON  6 

INVESTING  IN  STOCKS,  BONDS,  REAL  ESTATE 
MORTGAGES,  AND  BUSINESS 

Savings  deposited  at  weekly,  monthly,  or  other  periodic 
intervals,  in  savings  banks,  in  thrift  departments  of  com- 
mercial banks,  and  in  postal  savings  depositories,  are 
placed  there  mainly  for  the  purpose  of  safe-keeping,  since 
the  rate  of  the  return  is  comparatively  small.  Such  de- 
posits may,  in  a  sense,  be  considered  investments,  as  the 
depositor,  or  investor,  receives  money  for  allowing  the  in- 
stitution in  question  to  use  his  money  for  investment  pur- 
poses. This  money  paid  to  the  depositor  or  investor  by  the 
institution  is  called  the  interest,  or  dividend. 

Often,  however,  an  investor  may  wish  to  receive  a  larger 
rate  of  return  on  his  investment  than  is  paid  by  a  savings 
bank.  If  so,  he  must  be  prepared  to  invest  his  capital  in 
places  where  the  safety  guarantee  assured  by  savings  banks 
may  be  lessened,  perhaps,  because  of  the  expectation  of 
larger  returns.  In  other  words  the  investor  must  be  willing 
to  take  a  greater  risk  with  his  money  in  order  to  have  it 
earn  more. 


668   OUR   DAILY   CONTACTS  WITH   BUSINESS 

A  Problem  in  Investment 

Problem  1.  George  Barton  has  received  $8800,  the  value  at 
maturity  of  a  twenty-year  endowment  life  insurance  policy.  He 
is  considering  investing  this  money  in  some  way  in  order  to  add  sub- 
stantially to  his  present  income.  His  position  as  the  office  manager 
of  Dykes  &  Co.  is  quite  secure,  and  he  does  not  contemplate  going 
into  business.  What  are  the  points  he  must  take  into  consideration 
before  investing  the  $8800? 

Three  Points  to  Consider  Before  Investing.  Mr.  Barton 
knows  that  an  investment  in  postal  savings  bonds  will  bring 
him  a  return  of  only  21/2%-  His  earnings  on  the  $8800  will 
then  be  $220  a  year,  or  a  little  over  $4  a  week.  What  is 
there  to  be  said  on  the  side  of  safety  in  favor  of  such  an 
investment?  Moreover,  Mr.  Barton  realizes  that  the  bonds 
will  have  a  ready  market  should  he  decide  to  sell  them  and 
make  another  investment,  or  go  into  business. 

A  savings  bank  account  paying  4%  per  annum — a  rate 
usually  above  what  is  paid  by  most  savings  banks — would 
yield  an  income  of  $352  on  his  $8800;  close  to  $7  a  week. 
Again,  his  money  would  be  very  secure  because  savings 
banks  are  closely  supervised  by  the  state  banking  depart- 
ments. The  money  on  deposit  would  be  easily  available  at 
any  time  (except  in  a  financial  emergency  of  the  bank)  and 
could  be  used  by  Mr.  Barton  for  other  investments. 

By  this  time  we  can  realize  that  Mr.  Barton  must  con- 
sider carefully  three  points  in  deciding  the  form  of  invest- 
ment his  $8800  will  take.  These  are:  (1)  the  income  to  be 
earned,  (2)  the  safety  of  the  investment,  (3)  the  con- 
vertibility or  marketability  of  the  investment,  or  the  readi- 
ness with  which  the  investment  can  be  sold  without  loss. 
Which  is  the  most  important  of  these  three  considerations 
for  Mr.  Barton? 

Investment  in  Stocks.  Mr.  Barton  may  invest  his  money 
in  what  are  called  shares  of  stock.  These  shares  of  stock 
would,  in  effect,  give  him  part  ownership  in  a  corporation, 
as  shares  of  stock  are  really  shares  of  ownership  in  a  busi- 
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A  Specimen  Certificate  of  Stock 
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ness.  Illustration  on  page  669  shows  a  copy  of  a  specimen 
certificate  of  stock. 

Mr.  Barton  would  receive,  as  a  return  on  his  $8800  in- 
vestment, a  dividend  declared  by  the  corporation  out  of 
profits,  either  quarterly,  semiannually,  or  annually.  Let 
us  suppose  that  the  corporation  chosen  by  Mr.  Barton  in 
which  to  invest  his  $8800  declares  a  3V^%  dividend  each 
half  year;  that  is,  1%  for  the  whole  year.  The  total  divi- 
dend paid  to  Mr.  Barton  for  the  year  would  be  $616.  As  an 
owner  of  shares  of  stock,  unless  their  dividend  rate  is  spec- 
ified beforehand,  Mr.  Barton's  return  on  his  investment 
would  depend  on  the  success  of  the  corporation's  business, 
determined  by  the  profits  made.  For  that  reason  the  divi- 
dend would  not  be  certain,  and  besides  the  capital  might 
not  always  be  secure,  as  big  losses  in  business  result  in  a 
decrease  in  the  capital  invested.  A  good  rule  for  an  investor 
to  keep  in  mind  is  that  the  higher  the  rate  of  return,  the 
larger  the  risk. 

Investment  in  Bonds.  Since  Mr.  Barton  wishes  to  receive 
a  return  of  more  than  4%  on  his  investment,  he  may  con- 
sider the  purchase  of  bonds — not  those,  however,  issued  by 
the  United  States  Government,  as  they  are  generally  limited 
to  a  maximum  return  of  4%.  State,  county,  and  city  bonds 
sometimes  bring  returns  of  5%,  and  even  6%,  per  annum. 
Bonds,  other  than  United  States  Bonds,  are  generally  sold 
at  $1000  each.  If  Mr.  Barton  invests  $8000  in  8  City  bonds 
paying  6%  per  annum,  his  yearly  income  on  the  investment 
will  amount  to  $480.  In  addition,  the  deposit  of  the  remain- 
ing $800  in  a  savings  bank  declaring  quarterly  dividends  of 
3%  a  year  would  bring  him  $24.28  interest  for  the  year. 
The  total  earnings  on  both  investments  would  be  about  $10 
a  week. 

Instead  of  investing  in  state,  county,  or  city  bonds,  Mr. 
Barton  may  choose  to  invest  in  railroad  bonds,  or  in  the 
bonds  of  a  large  financial  corporation,  or  of  a  public  utility, 
or  some  other  kind  of  nationally  known  corporation  en- 


SAVING    AND    INVESTING 


Sullivan  Couaty,  New  Hampshire 


OF: 


5  FJEH  CENT  REFUNDING  WATER  BONO 

;;  p  "iiFor  Value  Received  the  Town  of  Newport,  a  municipal 
corporation  legally  established  under  the  laws  of  the  State  of  New 
Hampshire,  acknowledges  itself  indebted  to  the  bearer  hereof  in  the 
sum  of  •  ;:;;:••. ;-;::. , 

~™~  FIVE  HUNDRED  DOLLARS  —--— ^ 
payable  in  legal  tender  of  the  United  States  of  America,  and 
promises  to  pay  said  sum  to  the  bearer  at  ihe  office  of  its  Treasurer 
on  ihe  f$t  day  of  July,  /  933>  with  interest  from  the  I  stday  of  July* 
}  92  f,  at  five  per  centum  per  annum,  payable  in  lifye  legal  tender 
at  the  same  place  on  the  1st  day  of  January,   f  922,  and  on  the 
first  day  of  July  and  January  thereafter  in  each  year  upon  the 
presentation  of  the   coupons   hereto   annexed  as   they   severally 
mature.     The  issue  of  bonds,  of  which  this  Bond  is  a  part,  Was  • 
authorized  by  a  vote  of  the  Town  of  Newport  at  a  town  rtieeltnjff 
legally  held  for  thai  purpose  March  Stht  1921,  pursuant  ta\  an; 
Act  of  (he  Legislature  of  the  State,  of  New  Hampshire,   Chap, 
274  of  the  Session  Laws  of  19}  9.  and  confirmed  by  an  Act  of 
the,  Legislature  of  1921,  approved  29th  March  1921.  |;1J:|JI1 

!i;|;;':::;-.;';;M  Testimony   Whereof  the  mid  Town   of  Newport   ha$  . 
be  signed  by  its  Selectmen,  countersigned 


_        ^^  «          TOWN  OF  NEWPORT 

/. 
_.....        x^>  -r/^,.^v        •  •;•  M  mtmmiM 

^?!.Ui2.4"5-:' 


.ij^;v   .  : 


Totpti  Tre&tuir, 


A  Town  or  City  Bond 
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gaged  in  business  on  a  large  scale.  Government  or  business 
organizations  that  issue  bonds  guarantee  to  pay  back  the 
principal  of  each  bond  at  some  definite  future  date,  for 
example,  at  the  end  of  five,  ten,  twenty,  thirty,  or  fifty 
years. 

Bonds  are  usually  secured  by  the  property  owned  by 
the  organization  issuing  the  bonds,  although  the  bonds 
of  the  United  States  or  of  an  individual  state  are  only 
guaranteed  by  the  solemn  word  of  governmental  authority. 
In  few  cases  do  the  bonds  of  industrial  corporations  offer 
more  than  6%  interest.  In  buying  such  bonds,  what  should 
the  investor  realize  that  he  may  be  sacrificing  for  the  sake 
of  the  larger  return  ? 

On  page  671  is  a  specimen  copy  of  a  bond  on  which  you 
note  that  the  purchaser  of  the  bond  is  promised  repayment 
in  12  years  and  payments  of  interest  during  that  time 
twice  a  year  (semiannually)  at  the  rate  of  5%  per  annum. 
Also  note  that  the  bond  is  secured. 

Investment  in  Guaranteed  Mortgage  Bonds  or  Real  Estate 
Mortgages.  Mr.  Barton  may  invest  his  money  in  so-called 
guaranteed  mortgage  bonds,  or  in  a  direct  mortgage 
which  he  himself  might  grant  on  real  estate.  In  the  latter 
case  he  would  lend  the  money  to  the  owner  of  a  house  and 
receive  a  mortgage  on  the  house  as  his  security.  Mortgages 
are  payable  in  three  or  five  years,  usually,  and  bring  re- 
turns of  5,  5!/2,  or  6%.  Before  lending  money  on  property, 
Mr.  Barton  would  have  to  make  sure  that  its  market  value 
is  much  more  than  the  amounts  of  his  mortgage,  plus  the 
amounts  already  lent  on  mortgages  other  than  his. 

Before  Mr.  Barton  comes  to  a  decision  as  to  where  to 
invest  his  $8800,  he  must  learn  as  much  as  he  possibly  can 
about  the  safety  of  his  investments,  and  he  must  realize 
fully  that  it  may  be  unwise  in  the  end  to  seek  too  large  a 
return  and  thereby  perhaps  endanger  his  capital. 

The  Solution  of  the  Problem.    After  careful  consideration 
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of  the  threefold  phase  of  the  problem  of  the  rate  of  return, 
safety,  and  marketability,  Mr.  Barton  decides  to  invest  his 
$8800  as  follows : 

He  buys:  Yearly  Income 

$8000  worth  of  6%  City  Bonds  due  in  1957. 

(Eight  $1000  bonds) $480.00 

He  deposits: 

$800  in  the  Gotham  Savings  Bank,  which  pays  3% 

interest  compounded  quarterly  24.28 

Income  on  the  investment  for  the  year $504.28 

Income  on  the  investment  for  the  week 9.70 

Investment  in  Business.  Investments  of  savings  or  other 
money  surpluses  in  bonds,  mortgages,  and  savings  bank 
accounts  yield,  as  we  have  just  seen,  an  income  of  6%  per 
annum,  at  the  most,  in  practically  all  cases.  To  bring  a 
large  return,  money  must  be  invested  in  a  business  in 
which  the  investor  may  or  may  not  take  an  active  part. 
He  may  invest  capital  in  his  own  business,  in  a  partnership, 
or  in  a  corporation.  However,  as  we  have  stated  before,  the 
risk  of  losing  one's  capital  increases  when  it  is  invested  in 
part  or  complete  ownership  of  a  business. 

Diversification  (Variation)  in  Investment 

Problem  2.  Richard  Cooper  has  $30,000  to  invest.  How  shall 
he  invest  the  money? 

He  decides  not  to  put  "all  his  eggs  in  one  basket,"  and 
therefore  puts  his  money  into  several  different  kinds  of 
investments,  as  follows: 

$10,000  in  bonds  paying  5%  per  annum. 

$5,000  in  stocks  yielding  6%  per  annum. 

$10,000  in  real  estate  mortgages  bringing  5%%  per  an- 
num. 

$5,000  in  a  savings  account  paying  3%  per  annum,  com- 
pounded quarterly. 

Note  that  the  stocks  and  bonds  are  bought  at  par;  that 
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is,  for  $1000  a  bond  and  $100  a  share  of  stock.  What  is  the 
income  earned  for  the  year  on  each  of  the  four  investments  ? 
The  total  income  for  the  year?  (This  should  amount  to 
$1501.69.)  How  much  is  it  approximately  on  a  weekly 
basis?  How  many  bonds  and  how  many  shares  of  stock 
has  Mr.  Cooper  bought?  Why  did  he  make  these  varied 
investments?  Which  of  the  investments  can  most  readily 
be  converted  into  cash?  Through  what  investment  does  he 
become  part  owner  of  a  business?  Which  investment  is 
considered  the  safest? 

Summary 

Besides  other  methods  of  investing,  money  can  be  in- 
vested in  bonds,  stocks,  and  real  estate  mortgages.  The 
investor  should  consider  his  investment  from  three  stand- 
points: (1)  safety,  (2)  income,  (3)  marketability.  Safety 
is  the  most  important  of  the  three.  Money  may  be  invested 
in  a  business  as  full  or  part  owner. 

Business  Vocabulary 

annually  financial  semiannually 

marketability  convertibility  decision 

readiness  solemn  endanger 


ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  Find  the  annual  return  on  each  of  the  following  bonds 
owned  by  Mrs.  George  Clarke: 

(a)  $3000  worth  of  State  Bonds,  paying  5%  per  annum 

(b)  $5000  worth  of  County  Bonds,  paying  5%  per  annum 

(c)  $8000  worth  of  City  Bonds,  paying  6%  per  annum 

2.  Mrs.  Walter  Higgins  has  $20,000  invested  as  follows: 
$6000  in  bonds  paying  4%  per  annum 

8000  in  real  estate  mortgages  bringing  5%  per  annum 
6000  in  stocks  yielding  5Vfe%  per  annum 

(a)  What  is  the  annual  income  on  each  investment? 

(b)  What  is  the  total  annual  income  on  the  $20,000  invested 
by  Mrs.  Higgins? 
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GROUP  II 

1.  A  bond  is  a  written  promise  by  the  United  States,  a  state, 
a  county,  a  city,  or  a  business  corporation  to  pay  the  holder  a 
certain  sum  of  money  at  a  future  date.    Why  is  a  bond  like  a 
promissory  note?    What  is  its  date  of  maturity? 

2.  Robert  Chalmers  has  $24,000  invested  as  follows: 
$6000  in  a  savings  account,  paying  3%  per  annum  compounded 

quarterly 

$6000  in  United  States  Bonds  paying  3y2%  annually 
$6000  in  a  real  estate  mortgage  bringing  5^%  per  annum 
$6000  in  stocks  yielding  6%  per  annum 

(a)  What  is  the  return  from  each  of  these  investments? 

(b)  What  is  the  total  annual  return? 

(c)  Prepare  a  table  showing:  (1)   the  income,  (2)   the  safety, 
(3)  the  marketability  for  each  investment. 

3.  Thomas  Clarkson  has  $7500  on  deposit  in  a  savings  bank 
paying  3%  per  annum,  compounded  quarterly.    To  increase  his 
income  he  withdraws  $5000  and  invests  it  in  5  railroad  bonds 
paying  5^2%  annually. 

(a)  What  was  his  annual   income  before  the  change   in   in- 
vestment ? 

(b)  By  how  much  has  it  been  increased  after  the  change? 


UNIT  XVHI 
INSURANCE 

LESSON  1 
THE  MEANING  AND  NEED  OF  INSURANCE 

Underlying  Principles  of  Insurance 

A  person  wishing  to  safeguard  himself  against  any  losses 
that  he  may  incur  because  of  fire,  theft,  accident,  or  other 
property  damage  will  not  find  it  possible  from  a  practical 
point  of  view  to  try  to  accumulate  by  himself  a  fund  out 
of  which  he  can  make  up  any  of  these  aforementioned 
possible  losses.  He  will  soon  come  to  realize  that  a  fire, 
for  example,  may  destroy  his  property  before  he  has  had 
sufficient  time  to  put  aside  a  sum  large  enough  to  protect 
himself  against  the  resulting  loss.  The  purpose  of  insur- 
ance is  to  provide  this  individual  with  the  necessary  pro- 
tection that  his  own  savings  may  not  give  him  at  the  time 
of  the  emergency.  We  will  present  an  illustration  to  make 
clear  how  the  idea  of  protection  through  insurance  was 
developed. 

The  house  in  which  Mr.  John  Ewart  lives  has  twenty 
tenants,  all  renting  apartments  as  he  does.  Mr.  Ewart  and 
most  of  the  others  carry  no  insurance  protection  against 
fire.  A  small  fire  in  his  apartment  brings  it  home  to  Mr. 
Ewart  very  forcibly  that  a  large  fire  would  place  too  big  a 
burden  on  himself  and  would  entail  considerable  sacrifice 
on  his  part  to  replace  the  loss.  On  thinking  it  over,  the 
idea  of  presenting  the  problem  of  possible  loss  by  fire  to 
the  other  tenants  of  the  house  suggests  itself  to  him.  In  a 
meeting  at  which  seventeen  are  present,  ways  and  means 
of  securing  fire-loss  protection  are  discussed.  After  careful 
deliberation  they  decide  upon  the  plan  of  a  small  protective 
association  of  their  own  to  which  each  will  contribute 
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Standard  Fife  Insurance  Policy  of  the 
f  \jRNlTUBLeof  New  York 


Expires 

Property 

Amount 
Premium  __  ,. 


Jnsiirattr?  ffiompang 


INCORPORATED     1872 

HOME  OFFICE.   ONE  LIBERTY  STREET 
NEW  YORK  CITY 


It  is  important  that  the  written  portions  of 
all  policies  covering  the  same  property  read 
exactly  alike.  If  they  do  not  they  should  be 
made  uniform  at  once. 

FOR  M  367 


Front  Page  of  Household  Fire  Insurance 
Policy 


yearly  dues.  These 
are  to  be  kept  in  a 
joint  fund  out  of 
which  any  one  of  the 
seventeen  members 
sustaining  a  fire  loss 
will  be  repaid  for  the 
articles  lost.  They 
further  agree  to  pay 
$10  each  to  the  fund 
as  yearly  dues.  Why 
does  this  fund  of 
$170  coming  from 
the  first  year's  dues 
fail  to  carry  out  the 
original  purpose  for 
which  the  association 
was  organized? 

It  is  quite  evident 
that  a  fund  to  which 
only  seventeen  ten- 
ants contribute  is  not 
large  enough  to  take 
care  of  the  payments 
required  when  a  fire 
that  causes  consider- 
able damage  and  loss 
breaks  out.  If  the 
number  of  members 
in  this  association 
could  be  increased  to 
include  all  property 
owners  living  in  the 
community,  a  much 
larger  fund  would  be 
accumulated.  In  this 
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way  the  fire  losses  of  any  of  the  members  would  be  cov- 
ered. It  must  be  understood  that  there  are  certain  legal 
requirements  with  which  such  an  organization  must  com- 
ply before  it  can  organize. 

By  operating  on  just  such  a  principle  as  was  explained 
in  the  preceding  paragraph,  fire  insurance  companies  are 
able  to  solve  the  problem  of  protection  against  fire  losses 
for  their  patrons.  The  fire  insurance  company  collects 
money  from  thousands  of  individuals,  and  part  of  this  it 
places  in  a  fund  which  is  used  to  pay  its  contributors  (the 
insured)  for  the  fire  losses  they  sustain.  The  other  part  of 
the  money  collected  is  used  by  the  company  for  operating 
expenses,  and  for  dividends  to  its  stockholders. 

The  individual  payments  of  money  which  the  fire  insur- 
ance company  or  any  other  insurance  company  collects 
annually  from  thousands  of  property  owners  are  called 
premiums.  The  amount  of  the  premium  paid  by  each  owner 
varies  with  the  type,  location,  and  value  of  the  property 
which  is  to  be  protected  against  loss.  The  property  value 
that  is  insured  is  listed  in  a  written  contract  called  the 
policy.  The  policy  is  issued  to  the  insured  by  the  insurer, 
the  insurance  company. 

Besides  fire  insurance,  there  are  many  other  kinds  of 
insurance  by  which  the  individual  and  the  business  concern 
who  own  property  can  protect  themselves  against  losses 
arising  from  various  causes,  such  as  carelessness,  negli- 
gence, accident,  etc.  For  the  remainder  of  the  lesson  we 
will  explain  the  kinds  of  insurance  needed  by  various  indi- 
viduals, and  the  types  of  policies  they  obtain  to  take  care 
of  these  needs. 

Insurance  for  the  Home  Owner 

Problem  1.  Mr.  Granger  owns  a  small  two-family  house.  He 
occupies  the  lower  floor  of  the  house  and  rents  the  upper  floor.  He 
wishes  to  protect  himself  against  losses  to  the  building  and  to  his 
household  effects  from  fire  and  other  causes.  How  can  he  obtain 
the  protection  he  wishes? 
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He  can  carry  various  kinds  of  insurance.  Some  of  them 
are: 

Fire  Insurance  on  the  Building.  The  fire  insurance  poli- 
cies will  protect  him  (and  the  holders  of  the  mortgage  on 
the  building,  if  any)  against  losses  by  fire. 

Public  Liability  Insurance.  A  public  liability  policy  will 
protect  him  against  paying  damages  resulting  from  acci- 
dents to  people  injured  while  on  the  premises.  For  instance, 
some  person  may  slip  on  the  sidewalk  in  front  of  the  house 
or  fall  on  the  stairs,  causing  injury  for  which  he  sues  to  re- 
cover damages.  The  insurance  company  will  settle  a  claim 
for  damages  that  may  arise  because  of  these  accidents. 

Fire  Insurance  on  the  Household  Effects.  A  household 
fire  insurance  policy  will  cover  losses  on  the  effects  of  the 
household,  including  all  the  contents  of  the  home  except 
money,  bonds,  and  the  like.  (See  picture  on  page  677.) 
Since  this  policy  does  not  cover  losses  of  money  and  bonds 
in  the  home,  what  disposition  should  the  owner  make  of 
his  cash  and  other  valuables? 

Burglary,  Theft,  and  Larceny  Insurance.  The  burglary, 
theft,  and  larceny  policy  will  cover  losses  from  any  one  of 
the  three  causes  indicated  in  the  title  of  this  policy. 

Insurance  for  the  Automobile  Owner 

Problem  2.  Mr.  John  Ewart  has  just  bought  an  automobile.  He 
wishes  to  buy  protection  against  all  possible  losses  and  damages  that 
he  may  suffer  or  cause  while  he  owns  and  operates  the  machine. 
What  are  the  possible  losses  and  damages  that  can  occur?  How 
shall  he  protect  himself  against  them? 

The  possible  losses  to  Mr.  Ewart  are  many.  The  car 
might  be  burned,  it  might  be  stolen,  it  might  be  damaged, 
it  might  injure  some  pedestrian,  an  occupant  of  the  car,  or 
the  occupant  of  another  car  with  which  it  collides. 

The  automobile  owner  should  carry  the  following  insur- 
ance policies  to  protect  himself  against  the  possible  dangers 
enumerated  above : 
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Fire  and  Theft  Insurance  Policy.  This  will  take  care  of 
the  first  two  dangers.  If  his  car  is  destroyed  by  fire,  or 
stolen  and  not  recovered,  the  insurance  company  will  pay 
the  value  of  the  car  at  the  time  of  the  loss.  The  premium 
on  this  kind  of  insurance  decreases  each  year  since  the 
value  of  the  car  depreciates  each  year  it  is  used. 

Public  Liability,  Property  Damage,  and  Collision  Insur- 
ance Policy.  This  policy  will  safeguard  Mr.  Ewart  against 
the  other  three  possible  losses.  Under  public  liability  in- 
surance the  company  will  pay  damages  up  to  $5000,  $20000, 
$50000,  etc.,  depending  upon  the  premium  paid  by  the  in- 
sured. Under  property  damage  insurance  the  company  will 
pay  damages,  as  a  rule  up  to  $5000.  In  collision  insurance 
the  company  will  pay  the  sum  necessary  to  repair  the  car 
of  the  insured  after  a  collision.  Most  owners  of  cars  agree 
to  pay  for  all  the  damages  less  than  $50.  The  insured  may 
be  covered  on  separate  policies  for  one  or  more  of  the  three 
kinds  of  insurance. 

Insurance  for  the  Owner  of  an  Apartment  House 

Problem  3.  Thomas  Frank,  the  owner  of  an  apartment  house, 
wants  to  protect  himself  against  any  insurable  losses  that  he  may 
suffer.  What  kinds  of  insurance  shall  he  carry? 

This  owner  should  carry  the  following  insurance: 

A  Fire  Insurance  Policy,  and  a  Public  Liability  Insurance 
Policy.  Naturally  the  amounts  of  the  policies  will  be 
larger  in  this  case  than  they  were  in  that  of  Mr.  Granger. 
(See  problem  1.)  Why? 

Burglary  and  Theft  Policy.  This  will  cover  the  loss  by 
theft,  of  the  rugs  and  other  articles  of  furniture  placed  in 
the  lobby. 

Workmen's  Compensation  Insurance  Policy.  The  law  re- 
quires Mr.  Frank  and  other  owners  that  employ  labor  to 
carry  this  form  of  insurance.  This  policy  will  indemnify 
the  workers  (the  janitorial  staff,  painters,  plumbers,  etc.) ; 
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that  is,  pay  them  for  money  losses  due  to  injuries  sustained 
in  the  performance  of  their  duties. 

Plate  Glass  Insurance  Policy.  This  will  indemnify  Mr. 
Frank  for  loss  by  plate  glass  breakage  in  doors  of  lobby, 
etc. 

Summary 

An  insurance  company  receives  sums  of  money,  called 
premiums,  from  large  numbers  of  policyholders.  A  certain 
part  of  these  premiums  goes  to  make  up  a  fund  out  of  which 
the  insurance  company  is  able  to  pay  claims  for  damages 
sustained  by  the  insured  or  policyholders.  Another  part 
of  the  premium  is  used  by  the  insurance  companies  for 
operating  expenses  and  dividends.  The  policies  sold  by 
these  companies  protect  the  policyholders  against  losses 
by  fire  and  theft  in  homes,  buildings,  and  automobiles; 
public  liability  on  houses  and  automobiles ;  workmen's  com- 
pensation; property  damage  and  collision;  and  plate  glass 
breakages. 

Business  Vocabulary 

liability  compensation  collision 

accident  indemnify  property 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  Mr.  Andrew  Wilton,  the  owner  of  an  automobile,  covers 
himself  against  the  losses  and  damages  listed  in  Column  One  by 
paying  the  premiums  stated  in  Column  Two: 

Coverage  Annual  Premium 

Fire     $9.45 

Theft    18.75 

Property  Damage    36.90 

Collision     98.70 

Liability     76.20 

(a)  What  is  his  total  annual  premium  for  all  his  insurance? 

(b)  What  is  the  premium  per  month? 
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2.  Mr.  Charles  Gannon  owns  an  apartment  house.   His  annual 
costs  for  insurance  on  five  policies  he  buys  are  as  follows: 

Fire     $369.80 

Theft    39.70 

Compensation    256.90 

Plate  Glass   15.50 

Liability 198.60 

What  is  his  total  annual  insurance  cost? 

3.  Mr.  Robert  Williams  paid  an  annual  premium  of  $18  to 
insure  his  household  furniture  against  loss  by  fire,  and  an  annual 
premium  of  $24  to  cover  loss  of  household  effects  by  theft.    He 
moved  to   another  apartment  house  where   his   fire   insurance 
premium  was  $24,  and  theft  insurance  premium  $20.   What  was 
the  per  cent  of  increase  on  the  furniture  policy  premium  and  of 
decrease  on  the  theft  policy? 

GROUP  II 

1.  Mr.   Robert  Williams   moved   from   his   former   residence 
(see  previous  problem).   Why  was  it  necessary  for  him  to  notify 
promptly  the  insurance  companies  carrying  the  fire  and  burglary 
risks  ?   Why  would  the  companies  not  be  responsible  for  any  loss 
if  they  were  not  notified? 

2.  As  the  owner  of  an  apartment  house,  Mr.  Thomas  Frank 
neglects  to  buy  a  workmen's  compensation  policy.  In  the  event 
of  an  injury  to  an  employee  while  at  work,  can  Mr.  Frank  offer 
as  a  defense  in  a  suit  against  him  the  excuse  that  he  did  not 
know  the  law,  or  that  he  forgot  ?   Why  ? 

3.  Peter  Haines  is  planning  to  move  into  new  quarters.    He 
learns  that  his  fire  insurance  premium  at  the  new  location  will 
amount  to  $36  instead  of  $24  per  year.    What  increase  in  rent 
per  month  does  this  one  item  really  represent? 

4.  The  annual  insurance  premiums  paid  by  Ralph  Paterson 
are  as  follows: 

Fire — household     $36.25 

Theft— household   27.50 

Fire  and  theft — automobile    28.70 

Property  damage — automobile    37.60 

Collision — automobile    98.80 

Liability — automobile    69.35 

What  sum  must  be  provided  for  in  his  monthly  budget  to  cover 
the  insurance  cost? 
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LESSON  2 

THE  NEED  OF  INSURANCE   (Conft.);  SAFEGUARDING 
AND  KEEPING  RECORDS  OF  POLICIES 

Insurance  for  a  Storekeeper 

Problem  1.  The  J.  M.  Curtis  Company  keeps  a  large  stock 
of  goods  and  has  store  fixtures,  furniture,  equipment,  show  cases, 
and  a  number  of  large  plate  glass  windows  in  the  store  front.  What 
are  the  insurance  needs  of  this  store  owner? 

Fire  Insurance  and  Burglary  Insurance.  To  protect  him- 
self against  fire  loss,  the  proprietor  buys  a  number  of  fire 
insurance  policies  covering  his  stock  of  goods  and  his  fur- 
niture, fixtures,  and  store  equipment.  A  burglary  policy 
provides  protection  against  burglary  losses. 

Plate  Glass  Insurance.  The  proprietor  realizes  that 
someone  may  accidentally  break  the  plate  glass  in  the 
store's  windows  and  show  cases.  These  items  are  very 
expensive  to  replace.  He  will  probably  find  it  cheaper  in 
the  end  to  pay  yearly  insurance  premiums  to  cover  this 
breakage  than  to  run  the  risk  of  replacing  broken  windows 
and  show  cases. 

A  plate  glass  policy  specifies  by  location  and  size  the 
plate  glass  windows  and  show  cases  being  insured.  Where 
the  value  of  the  glass  insured  is  very  small,  a  fixed  mini- 
mum premium  is  charged,  otherwise  the  rate  of  the  pre- 
mium varies  according  to  the  value  of  the  glass. 

Insurance  for  Wholesale  Concerns 

The  Universal  Wholesale  Trading  Co.  is  confronted  with 
the  following  insurance  problems : 

Holdup  Insurance.  Messengers  of  The  Universal  Whole- 
sale Trading  Co.  frequently  carry  money  and  checks  to  the 
bank  for  deposit.  At  intervals,  they  bring  from  the  bank 
sums  of  money  for  payroll  and  other  purposes.  What 
losses  may  the  concern  suffer  in  these  instances?  What 
insurance  will  indemnify  this  concern  for  such  losses? 
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The  holdup  insurance  policy  which  this  concern  carries 
is  intended  to  protect  it  against  losses  of  bank  deposits  and 
payroll  money  carried  to  and  from  the  bank  in  which  it 
keeps  its  checking  account.  Instead  of  holdup  insurance, 
some  large  concerns  use  armored  truck  service  to  transfer 
their  cash.  The  illustration  below  shows  an  armored  car. 


Courtesy;    Brink's  Express 


Armored  Truck  Service 

In  spite  of  all  the  precautions  taken,  these  armored  truck 
concerns  also  carry  holdup  insurance.  Why?  In  most  cities 
police  protection  can  be  secured  for  bank  messengers  and 
messengers  carrying  money  from  one  place  to  another. 

Blanket  Insurance.  The  Universal  Wholesale  Trading 
Co.  sends  out  numerous  packages  by  mail  and  express. 
Why  is  it  advisable  for  it  to  insure  its  packages  against 
loss?  What  type  of  insurance  will  accomplish  this? 

Packages  mailed  by  parcel  post  or  shipped  by  express 
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occasionally  go  astray  and  are  lost.  We  have  already  seen 
that  protection  against  such  loss  can  be  obtained  by  insur- 
ing the  package  at  the  post  office  or  with  the  express  com- 
pany, and  that  the  postal  authorities  or  the  express  com- 
pany will  indemnify  the  sender  for  any  loss.  The  Universal 
Wholesale  Trading  Co.,  however,  instead  of  insuring  its 
shipments  with  the  post  office  or  the  express  company, 
takes  out  what  is  called  a  "blanket"  insurance  policy  to 
cover  all  of  its  losses  of  goods  shipped,  whatever  their 
method  of  shipment.  Inside  each  package  a  numbered  in- 
surance memorandum  slip  is  placed,  which  practically  acts 
as  a  separate  insurance  policy  on  that  package.  If  the  pack- 
age is  lost,  the  insurance  company  reimburses  the  concern 
for  its  value.  Firms  that  indicate  the  insurance  charge  on 
each  invoice  dispense  with  the  memorandum  slip. 

Fidelity  Insurance.  The  Universal  Wholesale  Trading 
Co.  employs  a  cashier  to  handle  all  the  cash  coming  in  and 
going  out.  By  what  form  of  insurance  will  this  firm  pro- 
tect itself  against  loss  through  theft  or  misappropriation 
of  funds? 

The  type  of  insurance  obtained  is  called  fidelity  insur- 
ance. A  fidelity  insurance  policy  will  protect  the  concern 
against  any  losses  due  to  the  dishonesty  of  the  employee 
that  is  bonded.  Before  the  policy  is  issued,  the  employee  is 
required  to  sign  a  fidelity  bond. 

In  addition  to  the  three  special  kinds  of  insurance  poli- 
cies The  Universal  Wholesale  Trading  Co.  will  carry  fire 
insurance  on  its  merchandise  stock,  furniture,  fixtures,  and 
equipment;  compensation  insurance;  check  forgery  and 
alteration  insurance;  sprinkler  leakage  insurance,  etc. 

Insurance  for  Factory  Owners 

Problem  2.  The  Stanley  Roberts  Shoe  Co.  owns  a  factory  in 
which  it  employs  about  fifty  workers  throughout  the  year.  The  fac- 
tory building  which  it  owns  contains  machinery  and  equipment  used 
in  the  manufacture  of  the  shoes.  What  insurance  coverage  does  this 
company  require? 
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Fire  Insurance.  Fire  insurance  is  needed  by  this  manu- 
facturing company  to  protect  it  against  loss  by  fire  of 
stock,  machinery,  equipment,  and  building.  This  fire  in- 
surance is  very  much  like  that  which  is  bought  by  a  private 
home  owner,  a  retail  storekeeper,  or  a  wholesale  dealer.  The 
only  difference  is  in  the  amounts  and  rates  of  insurance. 

Workmen's  Compensation  Insurance.  Just  as  the  owner 
of  an  apartment  house  must,  according  to  the  law,  protect 
his  employees  from  salary  losses  due  to  injuries  sustained 
while  on  the  job,  so  must  this  manufacturing  concern  pro- 
vide protection  for  its  fifty  employees.  This  protection 
comes,  as  we  have  seen,  in  the  form  of  a  workmen's  com- 
pensation insurance  policy. 

The  workmen's  compensation  insurance  policy  can  be 
obtained  by  this  concern  from  a  private  insurance  company 
or  from  a  state  insurance  fund.  The  yearly  premium  paid 
for  this  policy  depends  upon  the  total  amount  of  the  factory 
payroll.  However,  there  is  a  minimum  premium  which  the 
insured  must  pay.  Claims  made  by  workers  against  this 
factory  owner  are  settled  by  the  State  Board  of  Labor  and 
later  the  damages  are  paid  by  the  insurance  company 
according  to  the  decision  handed  down  by  this  board. 

Why  does  the  fact  that  this  concern  employs  a  private 
police  agency  to  guard  its  factory  at  night  make  it  unnec- 
essary for  them  to  obtain  a  burglary  insurance  policy? 
Mention  two  other  kinds  of  insurance  policies  you  would 
recommend  to  the  Stanley  Roberts  Shoe  Company?  Give 
the  reasons  for  your  recommendation. 

Baggage  Insurance  for  Travelers 

Problem  3.  Charles  Houston  is  making  a  two  months'  trip  to 
California  and  is  taking  a  number  of  pieces  of  baggage  with  him. 
What  losses  may  he  suffer  in  regard  to  his  baggage,  against  which 
he  may  want  protection?  What  type  of  policy  will  provide  him  with 
the  necessary  coverage? 

A  Tourist  Floater  Insurance  Policy.  While  Mr.  Houston 
is  en  route,  or  while  stopping  at  a  hotel,  he  may  lose  all 
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or  a  part  of  his  baggage,  either  by  fire,  burglary,  theft,  or 
larceny.  A  tourist's  floater  (complete  coverage)  is  the  type 
of  insurance  policy  that  will  safeguard  him  against  such 
losses.  A  limited  tourist's  policy  at  a  smaller  premium  cost 
will  cover  losses  in  baggage  by  fire  only  or  the  loss  of  an 
entire  piece  of  baggage  en  route. 

Marine  Insurance 

Problem  4.  The  owners  of  an  ocean  steamship  liner  face  a  num- 
ber of  insurance  problems  involving  the  use  and  operation  of  their 
ships.  What  are  the  possible  losses  and  damages  against  which  they 

must  protect  themselves? 

**~i»t 
Marine  Insurance.     Insurance  on  ships  is  called  marine 

insurance  '(ocean  marine  and  inland  marine).  The  owners 
of  the  steamship  line  must  protect  themselves  against  losses 
of  both  vessels  and  cargoes,  caused  by  such  perils  of  the 
sea  as  fire,  collision,  storms,  etc.  An  insurance  policy  cov- 
ering all  possible  losses  to  vessels  and  cargoes  by  any  cause 
is  obtained.  To  cover  damages  claimed  by  passengers  be- 
cause of  accidents  on  board  the  ship,  the  owners  may  also 
be  obliged  to  carry  a  public  liability  policy. 

Other  Kinds  of  Insurance 

Insurance  policies  may  be  obtained  to  protect  individuals 
against  still  other  kinds  of  losses  and  damages.  Some  of 
these  are:  physicians',  druggists',  and  dentists'  liability, 
sports  liability,  rain  losses,  etc. 

The  Safe-keeping  of  Insurance  Policies 

All  insurance  policies  bought  and  in  force  should  be 
placed  in  a  safe  place  for  safe-keeping.  Why?  Policies  are 
often  kept  by  the  insured  in  bank  safe-deposit  boxes,  in 
secret  compartments  and  vaults  in  the  home,  and  in  fire- 
proof cabinets  and  safes  in  business  places. 

Owner's  Record  of  Insurance:  Insurance  Register 

A  record  of  insurance  policies  is  important  because  it 
helps  policyholders  to -determine  readily  the  following: 
the  date  of  issue,  the  duration,  and  the  date  of  expiration; 
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the  face,  the  rate,  and  the  premium;  the  number  of  the 
policy  and  the  name  of  the  company;  the  total  amount  of 
insurance  carried  on  each  kind  of  property;  and  the  total 
amount  of  insurance  unexpired.  All  this  information  may 
be  needed  at  one  time  or  another,  and  should  be  kept  in  one 
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Pire  &  Ihe 

ft     : 

lestrleti 

L  A.   Value 

9.00 

2001750 

Automobile  Ins. 

9-8-36 

Public  Liab. 

10/20,000 

40.80 

2001750^ 
2QQ1Z5D_ 
2QQ125Q 

AZtna  Cas.i  Sur. 

9-8-36 

Property  5. 

5  000 

16.00 

AZtna  Cas.i  Sur. 

9-B-26 

Calll«  Ion 

] 

hill  Cay 

r  A.   T«lu« 

112  CO 

Autoaobile  la*. 

9-8-36 

1930  Pontlac 
Coiipe 
Serial  591575 

Pire  &  The 

ft 

testrict 

dA.   Yalue 

5.00 

19J 
191 

5523_ 
£523 

Automobile   In«. 

4-11-36 

Public  t.i«fe. 

LO/20,000 

40.80 

AStna  Cafl.4  Sur. 

Property  D_ 

5  OOO 

16  00 

1916523 

AZtna  Gas  &.  Sur 

4-11=36 

ACCIDENT  and  HEALTH  INSURANCE 

KIND 

"'SUM" 

L     INDEMNITY 

'PERIOD 

EXPENS 

:             TERM 

PREMIUM 

POLICY  No. 

COMPANY 

EXPIRATION 

Accident 

10,  OCX 

>       50.00 

Hone 

l.OCX 

)    1  yr. 

55.00 

6893 

AZtna  Life 

2-17-36 

•one 

50.00 

2  wks 

b«cif 

Lc  1  yr. 

60.00 

15633 

AZtna  Life 

7-19-36 

LIFE 

INSURANCE 

KIND 

AMOUNT 

BENEFICIARY 

DISABIU 

nr    D.  i.   PO 

JCY  No. 

COMPANY 

PREMIUM                              PREMIUM  DUE  DATES 

~-      »          MP 

5    000 

ffife 

Bone 

Tes  3 

L2676 

AStne 
AZtna 
AZtna 

Life 
Life 

128.30            Kay  17  annually 

Ord.SP^ 

5.000 

Hcne  42 

?3107 
56271 

89.65            Peb.  4  annually 

20  PayS? 

5,000 

fflf  e  » 

50  JX 

>     Tes  5! 

Life 

152.5 
113.7 

3            Oct.  13  ann 

ually  
9-10/12-10 

life 

Bbn.6 

JfeOB  S 

>1932 

AZtna  Life 

0            3-10/6-10/ 

(S100 

Monthl] 

Income) 

OTHER  INSURANCE 

K 

ND  OP  INSURANCE 

MOUNT 

RATE 

TERM 

PREMIUM 

POLICY  No. 

COMPANY 

EXPIRATION 

Golfer'. 

Liability 

.0) 

'10,000 

\  yri 

8.47 

689 

546 

iZtna  Life 

3-30-37 

1,000  : 

L£0_  ] 

yr 

30.00 

76 

493 

Automobile  IBB. 

8-12-36 

Jewelry  Planter 

2,000  : 

1*30-1 

50.00 

_273Q6_  . 

10-6-36 

Insurance  Register 


INSURANCE  689 

record.  This  record  is  called  the  Insurance  Register.  On 
page  688  is  an  illustration  of  an  insurance  register  kept  by 
an  individual  occupying  and  owning  an  entire  house.  Ex- 
amine the  register  carefully  and  summarize  all  the  insur- 
ance information  you  find  recorded  in  this  book.  Where 
else  can  you  obtain  the  same  details? 
Summary 

Factory  owners  and  other  employers  of  labor  are  re- 
quired by  law  to  maintain  workmen's  compensation  insur- 
ance to  protect  their  employees.  Owners  of  stores  and 
houses  buy  plate  glass  insurance  to  protect  themselves 
against  glass  breakage.  Ship  owners  obtain  marine  insur- 
ance to  cover  loss  of  all  or  a  part  of  their  vessels  and 
cargoes  by  fire  or  other  perils  of  the  sea,  and  also  carry 
public  liability  insurance  on  accidents  to  passengers.  Hold- 
up insurance  protects  deposits  and  payrolls  against  loss 
by  theft.  Tourists'  policies  cover  travelers'  baggage  losses. 
"Blanket"  insurance  policies  provide  coverage  for  losses  of 
packages  in  transportation.  Employers  are  protected 
against  loss  through  dishonesty  of  their  employees  by  fidel- 
ity insurance.  Many  other  types  of  insurance  policies  are 
issued  to  protect  individuals  and  property  against  all  pos- 
sible varieties  of  claims,  losses,  and  damages.  Insurance 
policies  are  placed  for  safe-keeping  in  safe-deposit  vaults; 
in  safes;  and  in  fireproof  cabinets.  The  insurance  register 
is  used  to  record  the  main  details  of  insurance  policies. 

Business  Vocabulary 

marine  coverage  specifically 

fidelity  fireproof  enumerates 

tourist's  floater  larceny  accomplished 

baggage  burglary 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.     Mr.   Stanley  Roberts,  the  owner  of  a   factory,  carries  a. 
number  of  insurance  policies  for  various  purposes.   The  individ- 
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ual  annual  premiums  on  his  policies  are:  $25.70,  $186.90,  $245.60, 
$39.80,  $77.90,  $18.50,  and  $36.40.  What  is  his  total  annual  in- 
surance premium? 

2.  The  premium  on  a  fire  insurance  policy,  dated  July  1,  193-, 
and  good  for  three  years,  is  $36.    How  much  is  the  unexpired 
premium  on  the  policy  on  December  31  of  the  same  year?   What 
is  the  cost  of  insurance  for  the  six  months  ?   What  is  the  annual 
cost? 

3.  Examine  the  following: 

FIRE  INSURANCE  REGISTER  OF  OWENS  &  WEBSTER, 
WHOLESALE  CLOTHIERS 


Date  of 

Kind  of 

Amount  of 

Expi- 
Time   ration  Pre- 

Policy 

Insurance 

Insurance  of  Ins. 

Date  mium 

July 

1, 

193- 

Fire  —  bldg. 

$80,000 

5 

yr. 

?     $921.60 

Apr. 

1, 

193- 

Fire—  bldg. 

40,000 

5 

yr. 

?       460.80 

Aug. 

15, 

193- 

Fire  —  stock 

20,000 

1 

yr. 

?         57.60 

Feb. 

5, 

193- 

Fire  —  stock 

30,000 

1 

yr. 

?         86.40 

July 

1, 

193- 

Fire  —  fixt. 

10,000 

3 

yr. 

?         72.00 

Sept. 

18, 

193- 

Liability 

$5000-$10,000 

1 

yr. 

?  .     105.90 

Jan. 

1, 

193- 

Workmen's 

Comp. 

1 

yr. 

?       326.60 

Oct. 

13, 

193- 

Burglary 

1 

yr. 

?         47.50 

(a)  What  is  the  expiration  date  of  each  policy? 

(b)  What  is  the  total  cost  of  all  the  premiums? 

(c)  What  is  the  annual  cost  of  each  of  the  fire  policies  which 
run  for  more  than  a  year? 

(d)  What  is  the  unexpired  premium  of  the  fire  insurance 
policy  on  the  fixtures  on  Dec.  31  of  the  same  year  the  policy  was 
issued? 

GROUP  II 

1.  Y0u  obtain  a  fire,  burglary,  or  tourist's  floater  insurance 
policy.    Why  is  it  so  important  that  you  read  your  policy  care- 
fully when  you  receive  it? 

2.  You  had  intended  to  take  out  a  complete  coverage  tourist 
policy  for  your  trip  to  Florida.   By  an  error  which  you  did  not 
notice  at  the  time  you  received  your  policy,  you  obtained  a  lim- 
ited tourist  policy  instead.   Articles  were  stolen  from  a  piece  of 
luggage,  and  you  make  a  claim  to  the  insurance  company  for  the 
loss.    But  the  company  refuses  to  pay  you  for  the  loss  on  the 
grounds  that  such  loss  was  not  covered  by  your  policy.  What  effect 
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would  the  statement  that  you  were  certain  you  were  covered 
fully  for  all  losses  have  ?  What  did  you  neglect  to  do  ? 

3.     Examine  the   following   insurance   table  and   answer   the 
three  questions  pertaining  to  it. 

INSURANCE   REGISTER,    TURNER   REALTY  CO., 
BUILDING,  1205  BROAD  STREET,  CITY. 


Date  of  Kind  of 

Policy  Insurance 

Sept.    1,  193-  Fire— bldg. 

Sept.    1,  193-  Fire— bldg. 

Sept.    1,  193-  Fire— bldg. 

*Sept.    1,  193-  Fire— Rents 

Jan.      1,  193-  Plate   Glass 

Oct.    15,  193-  Compensation 

Oct.    15,  193-  Burglary, 

Nov.  15,  193-  Liability 


*  Rents  policy  protects   owner   against  loss   of  rents   due   to 
apartments  unoccupied  after  fire. 

(a)  What  is  the  date  of  expiration  of  each  policy? 

(b)  What  is  the  annual  cost  of  all  the  insurance? 

(c)  How  much  is  the  unexpired  insurance  of  each  of  the  first 
four  policies  on  Dec.  31  of  the  same  year? 


Expi- 

Amount of 

Time 

ration 

Pre- 

Insurance 

of  Ins. 

Date 

mium 

$120,000 

Syr. 

? 

$1080.00 

80,000 

3yr. 

? 

720.00 

50,000 

3yr. 

9 

450.00 

— 

3yr. 

? 

265.00 

— 

1  yr. 

? 

18.70 

>n 

lyr. 

? 

246.50 

fa          

lyr. 

7 

37.50 

10,000- 

20,000 

lyr. 

7 

198.80 

LESSON  3 
LIFE,  ACCIDENT,  AND  HEALTH  INSURANCE 

Life  Insurance 

In  the  preparation  of  the  family  budget  you  are  reminded 
that  a  part  of  the  family  income  was  set  aside  for  life 
insurance  premiums.  We  shall  now  consider  the  purpose 
of  life  insurance,  and  its  various  forms. 

Problem  1.  Walter  Trent  and  Charles  Rupert  were  salesmen 
employed  by  the  same  firm.  They  were  both  married,  and  each  was 
thirty-five  years  old.  Mr.  Trent  had  one  child,  and  Mr.  Rupert  four. 
They  each  earned  a  salary  of  $3500  a  year.  Both  realized  that  as 
heads  of  their  families  they  had  obligations  to  support  them,  and 
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furthermore  each  was  aware  of  the 


,38 


.EQUITABLE  LIFE 

ASSURANCE  SOCIETY 

5h  OF  THE  UNITED  STATES  • 


ORDINARY  LIFE  POLICY. 


No.-...Specimea... 
....RICHARD    ROE.... 

FACE  AMOUNT....$10  ,  000.. 
AGE....35  ____ 


.  10 


DUE....lst  June  ____ 

Register  data: 

..June  1st,  1932... 


a  paya 

Premiums  payable  during  life  unless  dividends 

applied  to  shorten  premium  paying  period. 

Annual  Dividends. 


SERIES 


No.  270S.    30,  $- 


Front  Section  of  Life  Insurance 


fact  that  his  family's  income 
would  cease  were  he  to 
die.  In  the  event  of  the 
death  of  either,  what  insur- 
ance plan  adopted  by  Mr. 
Trent  and  Mr.  Rupert  was 
designed  to  help  in  a  mea- 
sure, if  not  completely,  to 
take  the  place  of  the  in- 
come upon  which  the  fam- 
ily had  depended  previous- 
ly? 

The  Ordinary  Life  Policy 

Mr.  Trent  and  Mr. 
Rupert  both  bought  life 
insurance  to  protect  the 
people  dependent  on 
their  earnings.  Because 
of  his  larger  family  re- 
sponsibilities, Charles 
Rupert  bought  $25000, 
while  Walter  Trent, 
having  a  smaller  fam- 
ily, decided  on  $10000 
worth.  Since  both  ob- 
tained policies  at  the 
same  age,  the  same  pre- 
mium rate  applied  to 
both.  Why  does  Mr.  Ru- 
pert pay  a  premium 
two  and  a  half  times  as 
large  as  Mr.  Trent 
pays?  The  policy  taken 
out  by  both  of  these 
family  heads  requires 
premium  payments  dur- 
ing their  entire  life- 
time. This  kind  of  pol- 


INSURANCE  693 

icy  is  called  the  ordinary  life  policy.    (See  illustration  of 
specimen  policy  on  page  692.) 

Mr.  Trent  and  Mr.  Rupert  might  have  bought  either  a 
twenty-year  endowment  or  a  twenty-payment  life  policy, 
both  of  which  will  be  briefly  explained.  You  will  under- 
stand then  that  the  larger  cost  of  either  of  the  other  two 
types  of  insurance  was  the  main  reason  why  they  bought 
ordinary  life  policies. 

The  Twenty- Year  Endowment  Policy 

Problem  2.  John  Watson,  nineteen  years  old,  plans  to  take  out 
Q  life  insurance  policy  of  $5000  not  only  for  the  purpose  of  protect- 
ing his  mother,  who  is  partly  dependent  on  his  earnings,  but  also  that 
he  might  accumulate  $5000  at  the  end  of  twenty  years.  What  life 
insurance  policy  can  he  obtain  for  these  purposes? 

Mr.  Watson  can  and  does  buy  a  twenty-year  endowment 
policy.  Under  this  insurance  contract  he  is  to  pay  twenty 
annual  premiums  only,  and  the  company  guarantees  that 
at  the  end  of  twenty  years  he  will  receive  at  least  $5000. 
The  premium  on  this  policy  is  nearly  three  times  that  of 
an  ordinary  life  policy  for  the  same  amount.  What  pro- 
tection will  Mr.  Watson's  mother  have  during  the  twenty 
years  ? 

The  Twenty- Year  Payment  Life  Policy 

The  third  type  of  life  insurance  policy,  the  twenty-pay- 
ment life,  also  provides  for  twenty  yearly  premium  pay- 
ments. The  premium  cost  of  this  policy  is  about  midway 
between  that  of  the  endowment  and  the  ordinary  life.  The 
premium  payments  are  less  than  on  a  twenty-year  endow- 
ment, and  the  company  does  not  guarantee  to  pay  the  face 
of  the  policy  in  twenty  years.  Unlike  the  ordinary  life 
policy,  twenty  yearly  premium  payments  only  are  required 
to  have  the  policy  paid  up  for  life. 

Life  insurance  companies  sell  many  other  kinds  of  poli- 
cies, for  example,  term,  annuity,  so-called  industrial,  etc. 
The  limits  of  our  text  and  the  difficulty  and  scope  of  the 
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subject  oblige  us  to  omit  any  explanation  of  the  many  other 
kinds  of  life  insurance  policies. 

You  should  understand  these  important  features  regard- 
ing life  insurance: 

It  serves  to  protect  dependents  of  the  insured,  and  may 
be  used  as  a  means  of  accumulating  savings  or  for  old  age 
security  of  the  insured  himself. 

In  the  event  of  the  death  of  the  insured  while  the  policy 
is  in  force  the  face  of  the  policy  is  paid  to  the  beneficiary 
— the  person  designated  by  the  insured  as  the  one  to  whom 
the  policy  is  to  be  paid  on  his  death.  The  beneficiary  must 
have  what  is  called  an  "insurable  interest"  (a  financial  in- 
terest) in  the  life  of  the  insured.  This  may  be  either  at  the 
time  the  policy  is  issued  or  at  any  other  time. 

Accident  and  Health  Insurance 

Employees  whose  employers  are  not  required  by  law  to 
protect  their  earnings  against  accident  may  suffer  money 
losses  in  time  and  health  because  of  an  accident  or  illness 
and  receive  no  compensation.  Therefore,  many  employees 
consider  it  advisable  to  provide  for  their  own  insurance 
against  such  an  emergency.  Often  employees,  even  though 
protected  by  workmen's  compensation  insurance,  will  deem 
it  necessary  to  obtain  their  own  insurance  to  make  good 
losses  caused  them  by  accidents  or  illnesses  incurred  out- 
side their  places  of  employment.  What  type  of  insurance 
will  take  care  of  such  losses? 

There  are  accident  and  health  policies  issued  by  insur- 
ance companies,  in  which  the  individual  is  promised  a 
certain  sum  per  week  for  time  lost  from  work  through 
accident  or  illness.  In  addition,  a  definite  amount  of  money 
is  guaranteed  to  the  individual  for  physical  injury,  and  to 
his  beneficiaries  in  case  of  death.  Although  on  the  one  hand 
an  individual  can  insure  himself  against  accident  alone,  on 
the  other  hand,  it  is  not  customary  to  issue  a  health  policy 
only.  Professional  people  often  purchase  accident  and 
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health  policies  to  protect  their  families  against  loss  of  in- 
come in  the  event  of  accident  or  illness. 

Summary 

Life  insurance  serves :  1.  to  protect  dependents  of  policy- 
holders  in  case  of  death;  2.  to  help  policyholders  to  accu- 
mulate savings,  3.  to  meet  the  financial  needs  of  policy- 
holders  in  old  age. 

Life  insurance  policies  can  be  bought  on  the  ordinary  life, 
limited  payment,  or  endowment  plan.  Accident  and  health 
policies  indemnify  the  individual  for  physical  injuries  and 
for  earnings  lost  because  of  accident  or  illness. 

Business  Vocabulary 

participating  deceased  surviving 

retirement  endowment  designated 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  Mr.  Harold  Wright  carries  five  insurance  policies: 

Age  When  Rate  per  Annual 

Kind  Amount  Taken  $1000  Premium 

20-yr.  Endowment  $3000                   20  $48.38  ? 

20-pay.  Life                   5000                   22  28.59  ? 

Ordinary  Life                3000                   24  19.57  ? 

Ordinary  Life                 2000                   25  20.04  ? 

Ordinary  Life                5000                   27  21.18  ? 

(a)  How  much  is  the  annual  premium  on  each  policy? 

(b)  What  is  the  total  annual  premium? 

(c)  What  amount  must  Mr.  Wright  include  in  his  monthly 
budget  to  cover  his  life  insurance  premiums? 

2.  George  Davis,  at  the  age  of  thirty,  plans  to  buy  $10,000 
additional  life  insurance.  The  premium  rates  are :  ordinary  life, 
$24.29  per  $1000;  twenty-payment  life,  $34.67;  twenty-year  en- 
dowment $50.06. 

(a)  What  will  be  the  cost  of  each  type  of  policy? 

(b)  If  Mr.  Davis  plans  to  spend  $20  per  month  for  this  in- 
surance, which  type  of  policy  will  he  choose? 
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GROUP  II 

1.  At  the  death  of  a  policy  holder,  Mr.  Kenneth  Lang,  the  life 
insurance  company  learns  that  the  age  of  the  insured  at  the  time 
the  policy  was  issued  was  thirty-five  instead  of  thirty-two  as  had 
been  stated  by  the  insured.  Why  would  it  be  unfair  for  the  life 
insurance  company  to  refuse  to  pay  the  policy  because  of  a  mis- 
statement  of  age?  Why  does  the  law  provide  that  only  the  dif- 
ference in  premiums  between  the  ages  of  thirty-five  and  thirty- 
two,  during  the  years  the  policy  ran,  plus  interest,  should  be 
deducted  from  the  amount  paid? 

2.  Mr.  Bernard  Collins  is  a  bookkeeper,  earning  $40  per  week. 
He  claims  that  he  can  provide  fully  for  his  dependents  by  savings 
of  his  own,  invested  in  savings  banks,  business,  and  bonds  and 
stocks,  all  out  of  his  earnings.    What  one  strong  objection  is 
there  to  his  claim  ?  How  will  life  insurance  take  care  of  this  situ- 
ation ? 

3.  Note  the  following  table  and  answer  the  questions  under  it. 

LIFE  INSURANCE  REGISTER,  CHARLES  SHARP 

Age  When  Rate  per 

Type  of  Policy  Amount  Taken  $1 000  Premium 

20-yr.  Endow.  $2000  19  $48.25  ? 

20-pay.  Life  3000  21  29.76  ? 

20-pay.  Life  2000  23  30.68  ? 

Ordinary  Life  5000  26  21.90  ? 

Ordinary  Life  3000  28  23.08  ? 

Ordinary  Life  5000  31  24.96  ? 

(a)  What  is  the  annual  premium  for  each  policy? 

(b)  How  much  must  Mr.  Sharp  allow  in  his  monthly  budget 
to  pay  for  all  the  premiums  ? 

(c)  If  Mrs.  Sharp  is  the  beneficiary  of  all  of  his  policies,  how 
much  will  she  receive  at  his  death? 

(d)  Which  policy  will  mature  earliest  if  Mr.  Sharp  continues 
to  live?   at  what  age? 

(e)  At  what  age  will  the  20-payment  policies  be  fully  paid  up? 

4.  Life  insurance  rates  per  $1000  are  based  on  an  annual 
premium  payable  in  advance.   Where  premiums  are  paid  twice  a 
year  (semi-annually)  or  four  times  a  year  (quarterly) ,  the  total 
annual  premium  will  amount  to  more  than  the  single  annual 
premium,  as  shown  by  the  following  illustrations : 
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Rates  per  $1000 

Kind  of  Insurance      Age       Annual       Semiannual        Quarterly 
20-yr.  Endowment       15          $47.69  $24.80  $12.56 

20-yr.  Endowment       20  48.38  25.16  12.75 

20-pay.  Life  20  29.29  15.18  7.69 

20-pay.  Life  25  31.73  16.50  8.33 

Ordinary  Life  25  21.39  11.12  5.59 

(a)  What  is  the  premium  per  $1000  on  each  life  insurance 
policy  if  payment  is  made  semiannually ?    Quarterly? 

(b)  How  much  is  the  additional  annual  premium  of  a  $10,000 
ordinary  life  policy  at  age  25  when  its  premium  is  paid  semi- 
annually instead  of  annually? 

(c)  In  a  20-payment  life  insurance  policy  of  $10,000  at  the 
age  of  25,  payments  are  made  quarterly.    How  much  more  does 
the  policy  cost  than  if  annual  payments  are  made? 

5.  Mr.  and  Mrs.  Pearson  obtain  so-called  "industrial"  life 
insurance  policies  on  the  lives  of  their  children,  aged  eight  and 
ten.  The  policies  mature  for  a  definite  amount  in  fifteen  years. 
The  parents  pay  a  small  weekly  sum  for  fifteen  years  on  each  of 
the  policies. 

(a)  What  is  one  advantage  of  this  kind  of  life  insurance? 

(b)  Why   does   it  cost   more  than   a  regular   life   insurance 
policy? 


LESSON  4 
HOW  INSURANCE  IS  OBTAINED 

We  have  learned  why  people  carry  insurance  and  how 
insurance  companies  are  able  to  provide  a  fund  out  of 
which  to  pay  losses.  The  various  kinds  of  insurance  offered 
by  insurance  companies  to  meet  the  many  different  insur- 
ance needs  of  people  were  explained.  In  this  lesson  we  will 
see  how  insurance  is  actually  obtained,  and  what  the  rela- 
tions are  between  the  parties  of  an  insurance  contract. 

Obtaining  Fire  Insurance  on  Stock 

Problem  1.  The  office  manager  of  the  John  S.  Waters  Co., 
wholesale  dealers  in  druggists'  supplies,  at  1921  Grand  Ave.,  Tucka- 
hoe,  N.  Y.,  decided  after  a  conference  with  the  head  of  stock  that 
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$12,000  additional  fire  insurance  was  necessary  to  cover  fully  the 
stock  of  merchandise  carried  by  the  firm.  How  did  the  office  man- 
ager obtain  the  additional  insurance? 

The  office  manager's  first  step  was  to  telephone  the  firm's 
insurance  broker,  Mr.  Leroy  Price,  and  place  an  order  for 
$12000  worth  of  fire  insurance.  In  other  words,  he  asked 
the  broker  to  file  an  application  with  a  fire  insurance  com- 
pany for  fire  insurance  on  the  stock  of  the  John  S.  Waters 
Co.  to  the  extent  of  $12000.  The  office  manager  did  not 
apply  directly  to  the  fire  insurance  company  because  this 
could  be  done  much  more  efficiently  through  the  broker,  and 
the  broker  can,  at  the  same  time,  give  insurance  advice 
should  it  be  needed.  (This  holds  true  for  the  placing  of  all 
kinds  of  insurance.) 

Mr.  Price,  on  receiving  the  order,  instructed  his  clerk 
to  deliver  the  application  personally  to  the  Great  American 
Fire  Insurance  Company  (although  it  could  have  been  sent 
by  phone  or  mail).  The  application  contained  these  facts: 
(1)  the  name,  John  S.  Waters  Co.;  (2)  the  address,  1921 
Grand  Avenue,  Tuckahoe,  N.  Y.;  (3)  the  term  of  the  policy, 
one  year;  (4)  the  amount,  $12000;  (5)  the  coverage,  on 
stock  of  merchandise. 

While  preparing  the  policy,  the  fire  insurance  company's 
representative  signed  and  issued  what  is  known  as  a  binder, 
a  document  by  which  the  company  promised  to  cover  the 
John  S.  Waters  Company  against  loss  for  a  period  of  ten 
days  following  the  date  of  the  binder.  (Five  days  only  are 
allowed  in  some  cases.)  Why  was  this  signed  binder  neces- 
sary? The  binder  was  kept  on  file  in  the  broker's  office,  and 
the  office  manager  was  notified  by  mail  that  a  binder  for 
$12000  had  been  issued  covering  the  stock  of  merchandise 
against  fire  loss. 

The  stockrooms  of  the  John  S.  Waters  Co.  were  in- 
spected by  the  insurance  company.  A  few  days  after  in- 
spection the  policy  was  delivered  by  the  Great  American 
Fire  Insurance  Company  to  the  broker  of  the  John  S.  Wa- 
ters Company.  Mr.  Price  mailed  the  fire  insurance  policy  to 
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No.. 


A  STOCK  CORPORATION 


(SrmtAtttmom 


Premium  f  51.60 


In    Consideration    of    the    Stipulations    herein    named 

and     »f    Fif  tv-ona  arm  60/100 !l* Dollars     Premium 

does  insure John  8«  Waters  Company       *** 

and  legal  representatives,  to  the  extent  of  the  actual  cash  value  (ascertained  with  proper  deductions  for  depreciation)  of  the 
property  at  the  time  of  loss  or  damage,  but  not  exceeding  the  amount  which  it  would  cost  to  repair  or  replace  the  same  with 
material  of  like  kind  and  quality  within  a  reasonable  time  after  such  loss  or  damage,  without  allowance  for  any  increased 
cost  of  repair  or  reconstruction  by  reason  of  any  ordinance  or  law  regulating  construction  or  repair  and  without  compen- 
sation for  loss  resulting  from  interruption  of  business  or  manufacture,  for  the  term  of On.":  .Year  , 

from  the t£tfc day  of  Vg>^v»ry 19.3- ,  »t  noon. 


day  of 


against  all  DIRECT  LOSS  AND  DAMAGE  BY  FIRE  and  by  removal  from  premises  endangered  by  fire,  except  as  herein 

provided,  to  an  amount  not  ~~~^E    Twelve    Thouaand.  and  00/100 *** Dollars, 

to  the  following  described  property  while  located  and  contained  as  described  herein,  or  pro  rata  for  five  days  at  each  proper 
place  to  which  any  of  the  property  shall  necessarily  be  removed  for  preservation  from  fire,  but  not  elsewhere,  to  wit : 


FORM  NO.  5  6-15-28 

IL«  AND  MANUFACTURING)  Revised    1-1-34 

STOCK.  FIXTURES  AND  MACHINERY  »M-S-J4 

Attached  to  and  forming  part  of 

Policy  No_J>3.ll,2Q of Great  AmarifiaA  I  nay^ng g  Cp  t 


A._JLiUjQO.D..jt On  good*,  wares,  and  merchandise  of  every  description,  including  supplies  and  ingredients  thereto 

^-^-»— •*•— «^^»^  and  packages  and  packing  materials;  _  — _  — 


Section  of  Fire  Insurance  Policy 

the  John  S.  Waters  Company,  with  a  bill  for  the  premium. 

Let  us  look  closely  at  the  specimen  copy  of  the  policy  in 
the  illustration  above,  to  ascertain  the  parties  to  the 
insurance  contract  and  their  relation,  and  to  learn  the  tech- 
nical insurance  expressions. 

1.  The  policy  is  the  written  contract  in  which  the  insurer 
(the  insurance  company)  promises  to  indemnify  the  in- 
sured (the  party  receiving  the  insurance)  for  loss  by  fire. 
Name  the  insurer  and  the  insured  in  the  specimen  policy. 
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2.  The  term  of  the  policy  is  the  length  of  time  it  is  to 
run,  beginning  at  noon  on  February  17,  193-,  and  ending 
at  noon,  February  17,  193-. 

For  what  term  is  the  policy  in  the  illustration  to  run? 

3.  The  face  of  the  policy  is  the  amount  of  coverage :  the 
maximum  amount  the  insurer  will  pay  the  insured  in  case 
of  loss. 

Give  the  face  of  the  policy  in  the  illustration. 

4.  The  premium  is  the  amount  paid  by  the  insured  to 
secure  the  policy. 

What  is  the  amount  of  the  premium  in  the  illustration? 

5.  The  rate  is  the  charge  per  $100  worth  of  insurance 
(the  usual  form  on  standard  fire  insurance  policies). 

State  the  rate  in  the  illustration. 

Obtaining  a  Burglary,  Theft,  and  Larceny  Policy  for  the  Home 

Your  home  has  been  refurnished  at  a  cost  of  $1500.  Why 
will  it  be  necessary  to  increase  your  fire  insurance?  Why 
may  it  be  advisable  to  increase  your  burglary,  theft,  and 
larceny  insurance  as  well  as  your  fire  insurance?  To  obtain 
both  policies,  you  will  follow  the  procedure  indicated  in  the 
previous  problem.  Describe  the  steps. 

In  making  application  for  a  burglary,  theft,  and  larceny 
policy,  why  will  it  be  necessary  to  give  the  apartment  num- 
ber or  location  of  the  apartment  if  you  are  living  in  a  house 
with  many  tenants? 

In  case  of  loss  the  company  will  reimburse  you  on  both 
policies,  the  burglary  and  fire  insurance,  as  you  are  the 
beneficiary.  On  houses,  buildings,  and  factories  the  bene- 
ficiary may  be  the  mortgagee  or  some  other  creditor  of  the 
owner  instead  of  the  owner  himself.  This  will  be  stated  in 
the  policy.  In  short,  the  beneficiary  of  a  fire  insurance 
policy  is  the  party  who  suffers  the  actual  financial  loss  at 
the  time  of  a  fire. 

In  the  next  lesson  we  will  learn  why  it  is  often  advan- 
tageous to  buy  policies  running  for  three  or  five  years. 
Why  was  the  term  of  the  fire  insurance  policy  in  the  pre- 
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vious  problem  limited  to  one  year  by  the  John  S.  Waters 
Co.? 

Obtaining  a  Life  Insurance  and  an  Accident  and  Health  Policy 

To  obtain  a  life  insurance  policy,  the  person  to  be  insured 
(the  applicant)  must  fill  out  and  sign  an  application  in 
writing,  in  which  he  gives  such  facts  as  his  age,  address, 
occupation,  health,  etc.  Later  he  must  submit  to  a  physical 
examination  by  a  doctor  designated  by  the  life  insurance 
company.  Upon  approval  of  the  application  at  the  "home 
office,"  the  policy  is  issued  by  the  company,  and  is  sent  to 
the  agent  who  obtained  the  application  for  delivery  to  the 
applicant.  Upon  payment  of  the  premium  specified  in  the 
policy,  the  policy  is  in  force. 

In  the  case  of  an  accident  and  health  policy,  the  applicant 
must  fill  out  and  sign  an  application  containing  questions 
similar  to  those  asked  when  applying  for  a  life  insurance 
policy.  However,  as  a  general  rule,  no  physical  examination 
is  required. 

Summary 

The  steps  necessary  in  securing  a  fire,  burglary,  or  oth- 
er insurance  policy  are:  (1)  the  application  or  placing  the 
order  with  a  broker;  (2)  the  receipt  of  the  binder  and  its 
filing  by  the  broker,  (3)  the  issue  of  the  policy  by  the  in- 
surance company,  its  delivery  to  the  broker,  and  its  final 
delivery  by  him  to  the  insured.  In  these  insurance  contracts 
the  insurer  agrees  in  writing  to  pay  the  insured  or  his 
beneficiary  for  any  loss  incurred  by  him  during  the  term 
of  the  policy,  if  the  loss  is  due  to  a  cause  definitely  covered 
in  the  policy.  The  insured  must  pay  a  certain  required 
premium,  and  the  insurer  binds  himself  to  make  good  up 
to  a  certain  value,  all  losses  of  the  nature  specified. 

To  obtain  life,  and  accident  and  health  policies,  a  written 
application  signed  by  the  applicant  must  be  submitted 
first.  If  the  party  is  applying  for  life  insurance  he  must 
undergo  a  physical  examination. 
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Business  Vocabulary 

customary  beneficiary  conference 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  Below  is  a  table  of  the  rates  charged  by  the  Beacon  Life 
Insurance  Company  for  various  types  of  policies  at  the  ages  of 
18  and  24  respectively. 

Rates  per  $1000 

Annual  Semiannual  Quarterly 

Age       Age  Age       Age  Age  Age 
Kind  of  Policy           18         2J>          18         24-            18          24 

20- Yr.  Endowment     48.08     48.98  24.97     25.48  12.68  12.90 

20-Pay.   Life  28.48     31.26  14.74     16.18         7.50       8.20 

Ordinary  Life  18.39     20.99         9.50     10.81        4.78       5.46 

(a)  Find  the  annual  premium  on  a  $1000  policy  at  age  18  in 
each  type  of  policy  when  payment  is  made  twice  a  year,  and  again 
when  it  is  made  four  times  a  year. 

(b)  Find  the  premium  on  a  $10,000  twenty-year  endowment 
policy  at  the  age  of  24,  when  payment  is  made  (1)  annually,  (2) 
semiannually,   (3)   quarterly. 

2.  The  Beacon  Life  Insurance  Company's  rates  per  $1000  at 
age  28  are  as  follows:  20-year  endowment — $49.96,  20-payment 
life— $33.02;  ordinary  life — $22.87.    What  will  the  premium  on 
a  $20,000  policy  of  each  type  amount. to  for  a  man  28  years  old? 

GROUP  II 

1.  Henry   Oilman   has   a  fire   insurance   policy  covering  his 
household    furniture,    clothing,    etc.,    against   loss    by  fire.     He 
lives  in  an  apartment  house  that  has  no  stores.    He  moves  into 
another  house  that  has  stores  on  its  ground  floor,  but  is  other- 
wise like  the  old  one.    In  transferring  his  policy,  he  is  charged 
an  extra  premium.   Why  should  he  expect  this  additional  charge? 

2.  An  inspector  from  an  insurance  company  examines  the 
premises  of  an  applicant  for  a  burglary,  theft,  and  larceny  policy. 
He  recommends  the  following:  (a)  a  double  lock,  one  a  bolt  lock, 
(b)  "pins"  and  a  catch  on  the  windows,  and   (c)  a  lock  on  the 

dumb-waiter.   Why  are  these  requests  reasonable?   How  are  the 
insured  and  the  insurer  better  protected? 

3.  Your  father  is  planning  to  add  $1500  to  his  fire  insurance 
to  cover  new  dining-room  furniture  and  a  piano,  which  have  been 
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recently  purchased.  Describe  in  detail  the  steps  carried  out  from 
the  time  he  applies  for  the  additional  insurance  until  the  first 
payment  is  made  on  the  policy. 

4.  Richard  Pennock,  age  35,  received  an  increase  in  salary. 
He  decided  to  purchase  more  life  insurance.  An  agent  of  the  Re- 
liable Life  Insurance  Co.  called  upon  him  and  talked  his  problem 
over  with  him.  Mr.  Pennock  stated  that  he  would  be  able  to  put 
aside  $5  a  week  for  additional  insurance.  The  rates  on  the  two 
types  of  insurance  they  considered  were  ordinary  life,  $28.96 
per  $1000  and  twenty-payment  life,  $38.14.  Mr.  Pennock  finally 
chose  the  ordinary  life,  and  signed  an  application. 

(a)  How  much  ordinary  life  insurance  did  he  buy? 

(b)  How  much  would  an  equal  amount  of  twenty-payment  life 
insurance  have  required  him  to  pay  a  week? 

(c)  Why  was  he  obliged  to  sign  an  application  ? 


LESSON  5 
COST  OF  INSURANCE;  INSURANCE  CLAIMS 

The  person  insured  by  an  insurance  policy  is  required 
to  pay  the  premium  in  order  to  be  guaranteed  the  benefits 
of  his  policy.  We  shall  concern  ourselves  particularly  with 
fire  insurance  policies  and  find  how  to  arrive  at  the  pre- 
mium, or  cost,  of  a  policy.  We  must  keep  in  mind  that  the 
rate  charged  per  $100  is  the  basis  on  which  the  premium 
of  any  fire  insurance  contract,  small  or  large,  is  computed. 

There  are  four  subtopics  to  be  considered  in  this  major 
topic : 

(1)  The  cost  of  insurance  for  one  year. 

(2)  Insurance  carried  in  different  companies. 

(3)  80%  coinsurance  clauses. 

(4)  The  cost  of  insurance  for  periods  of  three  and  five 
years. 

Finding  the  Cost  of  a  One- Year  Fire  Insurance  Policy 

Problem  1.  The  Atlas  Trading  Co.  owns  $8000  worth  of  fixtures 
and  $32,000  worth  of  merchandise  stock.  To  insure  both  the  fixtures 
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and  stock,  a  fire  insurance  policy  of  $40,000  for  one  year  is  taken 
out.  The  rate  is  $.24  per  hundred.  What  is  the  premium  charged  on 
this  policy? 

Solution. 

Step  1.  Find  the  number  of  hundreds  in  $40000  by  mov- 
ing the  decimal  point  two  places  to  the  left :  400.00.  Thus 
there  are  400  hundreds  in  $40000. 

Step  2.  Find  the  cost  of  400  hundreds  at  $.24  a  hundred : 
$.24  x  400  =  $24  x  4  =  $96.  The  cost  of  the  policy,  or 
the  premium,  is  therefore,  $96. 

Insurance  Carried  in  Different  Companies 

Problem  2.  Thompson  &  Co.  carries  four  fire  insurance  policies 
in  four  different  fire  insurance  companies.  (This  is  a  customary  pro- 
cedure, as  a  single  company  does  not  want  to  assume  the  entire  risk 
on  a  large  amount  of  property.)  The  four  policies  cover  the  stock 
and  fixtures  of  Thompson  &  Co.  against  fire  loss  as  follows: 

Amount  of 

Policy  on  Stock  Rate 

Name  of  Company  and  Fixtures  per  $  1 00* 

1.  Suburban    Fire   $35000  $.25 

2.  Concord   Fire  ; 25000  .36 

3.  Mutual   Fire  40000  .25 

4.  Tri-State  Fire 18000  .28 

*Note  the  difference  in  rates,  due  to  the  fact  that  the  stock  and 

fixtures  of  Thompson  &  Co.  are  insured  at  more  than  one  location; 
i.  e.,  different  stockrooms  or  warehouses. 

Find  the  total  premium. 

The  solution  is  similar  to  that  given  in  problem  1.  First 
find  the  premium  on  each  policy,  then  the  total  premium  on 
all  policies. 

Eighty  Per  Cent  Coinsurance  Clause 

Standard  fire  insurance  policies  usually  include  what  is 
called  an  "80%  coinsurance  clause."  This  requires  the 
insured  to  insure  at  least  80%  of  the  value  of  his  property 
in  order  to  collect  on  losses  in  full.  The  person  who  insures 
his  property  for  less  than  80%  of  its  value  will  receive  only 
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a  proportional  part  of  any  loss,  as  he  is  said  to  be  a  "co- 
insurer,"  taking  a  part  of  the  risk  himself.  (In  your  ad- 
vanced work  in  business  arithmetic  you  will  learn  how  to 
work  out  problems  in  which  property  is  insured  below  80% 
of  its  value.)  On  smaller  claims,  however,  the  80%  clause 
may  be  waived;  that  is,  the  insurance  company  will  not 
enforce  the  clause,  but  will  pay  the  loss  in  full. 

Insurance  for  Periods  of  Three  or  Five  Years 

Up  to  the  present,  we  have  been  considering  premiums 
on  policies  for  one  year  only.  However,  fire  insurance 
policies  are  issued  on  household  furniture,  homes,  business 
buildings,  and  occasionally  on  stock  and  fixtures  for  periods 
of  three  and  five  years.  Why  would  you  expect  the  premium 
on  a  three-  or  five-year  policy  to  be  less  than  three  or  five 
times  the  annual  premium?  As  a  general  rule  a  three-year 
policy  costs  %y%  times  the  annual  premium,  and  a  five-year 
policy,  4  times.  What  part  of  an  annual  premium  is  saved 
in  a  three-year  policy?  How  many  annual  premiums  are 
saved  in  a  five-year  policy?  The  rate,  then,  in  a  three-year 
policy  will  be  2%  times,  and  in  a  five-year  policy  4  times, 
the  annual  rate. 

Filing  Fire  Loss  Claims  and  Making  Settlements 

Problem  3.  Your  father  carries  a  fire  insurance  policy  of  $2000, 
which  covers  more  than  80%  of  the  value  of  the  household  effects. 
A  fire  causes  a  loss  of  $200.  What  will  your  father  do  to  collect  the 
loss? 

Your  father  reports  the  loss  to  his  broker,  who  sends 
him  a  "proof  of  claim"  form  on  which  the  losses  are  item- 
ized. After  signing  this  "proof  of  claim"  he  returns  it  to 
the  broker,  who  then  mails  it  to  the  insurance  company. 
After  an  investigation  is  made,  to  confirm  the  facts  stated 
in  the  "proof  of  claim,"  the  insurance  company  mails  a 
check  of  $200  to  the  broker,  who  forwards  it  to  your 
father.  (See  diagram,  next  page.)  Brokers  sometimes 
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make  a  charge  of  from  two  to  ten  per  cent  for  this  service. 
However,  your  father  could  have  settled  the  claim  directly 
with  the  company  if  he  had  so  desired. 

PROCEDURE  INVOLVED  IN   SETTLING  A  FIRE  LOSS  CLAIM 


Your  father's 
insurance  broker 


Ins.  Co. 
investigator  investigates  claim 

Your    father    carries    a  Report  is  made  by  the 

$2000  fire   insurance  Jnve,tigator  at  time  of  fire  The  Concord 

policy  on  household  ef-  Fire  Insurance 

fects.   A  fire  caused  a  Company 

loss  of  $200. 


Settling  a  Fire  Loss  Through  a  Public  Adjuster 

In  case  of  a  much  larger  claim,  why  may  a  representative 
of  the  insurance  company  be  sent  to  investigate  the  loss 
in  great  detail?  The  person  who  conducts  this  investigation 
is  called  an  insurance  adjuster.  He  is  working  for  the  in- 
surance company.  The  insured  may  hire  a  public  fire  insur- 
ance adjuster  to  look  after  his  interests  while  the  claim 
is  being  adjusted. 

Together  with  his  "proof  of  claim,"  the  insured,  through 
this  adjuster,  is  required  to  submit  inventories  of  his  stock 
on  hand  at  time  of  the  fire,  estimates  showing  the  cost  to 
repair  damages,  and  other  proofs  of  loss.  These  are  all 
checked  by  the  fire  insurance  adjuster,  an  amount  in  settle- 
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ment  is  agreed  upon,  the  claim  is  settled  and  a  check  is 
given  the  insured  in  full  for  the  loss.  In  case  of  disagree- 
ment regarding  the  amount  of  the  loss  to  be  paid,  the  claim 
may  be  submitted  to  an  arbitration  board  for  final  settle- 
ment. The  decision  of  this  board  is  as  a  rule  accepted  by 
both  parties — the  insurer  and  the  insured. 

When  the  insured  carries  fire  policies  on  the  same  prop- 
erty in  more  than  one  company,  it  is  evident  that  one  of  the 
companies  alone  will  not  be  expected  to  pay  the  entire  loss 
in  case  of  fire.  For  example,  if  the  owner  of  a  house  carries 
fire  insurance  to  the  full  value  of  his  house,  $80000,  and  it 
is  divided  between  Co.  A.,  $60000,  and  Co.  B.,  $20000,  a  fire 
loss  of  $12000  will  not  be  met  by  either  company  alone. 

It  should  be  obvious  that  Co.  A.  will  pay  0.AAr.  or  %  of  the 

oUUUU 
loss,  and  Co.  B.,   OAAr.A  or  !/4  of  the  loss.    The  owner  will 

oUUUU 

receive  %  of  $12000  or  $9000  from  Co.  A.;  and  %  of 

$12000  or  $3000,  from  Co.  B. 

The  Settlement  of  Life  Insurance  Claims 

When  a  person  carrying  life  insurance  dies,  his  heirs  or 
beneficiaries  fill  out  a  "proof  of  claim"  in  which  they  give 
the  facts  of  his  death.  They  sign  this  and  mail  it  with  a 
doctor's  death  certificate,  and  other  credentials,  to  the  in- 
surance company.  Upon  proper  investigation,  the  latter 
sends  a  check  for  the  total  amount  (face  of  the  policy) 
for  which  the  deceased  was  insured,  to  the  beneficiaries  or 
heirs. 

Where  a  policy  matures  for  its  face  value  during  the  life- 
time of  the  insured  this  amount  is  paid  to  the  insured  him- 
self. If  the  insured  has  made  a  cash  loan  which  the  terms 
of  the  policy  permit  him  to  do,  the  amount  is  deducted  from 
the  amount  of  the  face  of  the  policy  at  time  of  settlement. 
Summary 

The  premium  cost  of  fire  insurance  is  usually  based  on 
a  certain  rate  per  each  $100  of  insurance.  On  three-  and 


708   OUR   DAILY   CONTACTS   WITH   BUSINESS 


five-year  policies,  the  rates  are  respectively  zy%  and  4  times 
the  annual  rate.  In  the  standard  fire  insurance  policy  the 
insured  is  required  to  insure  his  property  for  at  least  80% 
of  its  value  (the  "80%  coinsurance  clause")  in  order  to 
collect  in  full  for  any  loss.  Otherwise,  the  insured  assumes 
a  part  of  the  risk  and  is  paid  for  only  a  part  of  any  loss  he 
may  suffer,  depending  on  what  per  cent  of  his  property  he 
has  insured. 

To  collect  on  a  fire  loss,  the  insured  files  a  "proof  of 
claim"  (an  itemized  loss  list)  with  the  insurance  company 
through  his  broker  or  public  adjuster.  The  insurance  com- 
pany examines  the  claim  or  sends  a  fire  insurance  adjuster 
to  investigate,  and  pays  according  to  the  adjustment  made. 
A  "proof  of  claim"  is  required  by  a  life  insurance  company, 
proving  the  death  of  the  insured,  before  it  will  pay  the  face 
of  a  life  insurance  policy  to  the  beneficiary  or  the  heirs  of 
the  deceased.  Life  insurance  policies  maturing  during  the 
lifetime  of  the  insured  are  paid  to  the  insured  himself. 

Business  Vocabulary 

decimal  disagreement  insurance  adjuster 

coinsurer  waived  enforce 

coinsurance 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  The  household  effects  of  your  home  are  insured  against  fire 
by  a  $2000  fire  policy.   The  premium  is  based  on  the  rate  of  $.26 
per  $100. 

(a)  What  is  the  annual  premium? 

(b)  If  the  amount  of  the  insurance  is  raised  to  $2500  what 
will  the  new  annual  premium  be? 

2.  Donaldson  &  Thuring  insure  their  fixtures  and  stock  in 
three  different  companies  as  follows: 

Amowit  of  Policy     Rate 

Name  of  Company    Stock  &  Fixtures  per  $1  00  Premium 

(1)  Central  Union  Fire  Ins.  Co.  $10,000  $.37  ? 

(2)  Globe  Industrial  "     "       "         4,000  .37  ? 

(3)  Provident  Fire  Ins.  Co.  6,000  .37  ? 
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(a)  What  is  the  annual  premium  on  each  policy? 

(b)  To  make  good  a  loss  of  $5,000,  how  much  would  each  in- 
surance company  pay? 

3.  The  annual  premium  on  a  fire  insurance  policy  carried  by 
your  father  is  $8.  What  would  be  the  premium  on  a  3-year 
policy?  On  a  5-year  policy?  How  much  would  be  saved  in  each 
case,  if  instead  of  a  one-year  policy,  three-year  or  five-year 
policies  were  taken  out? 

GROUP  II 

1.  Many   states    require   fire   insurance   companies    to    issue 
standard  fire  insurance  policies,  containing  uniform  conditions 
and  terms  applying  to  all  policies  issued.   How  does  this  require- 
ment help  to  secure  the  rights  of  the  insured?    Why  does   it 
encourage  the  inclusion  in  the  policy  of  clauses  that  are  fair  to 
both  insurer  and  insured? 

2.  The  household  furniture  and  other  effects  of  a  home  are 
covered  by  a  fire  insurance  policy.    If  some  of  the  dining-room 
furniture  purchased  five   years   ago   is   damaged   by   fire,   why 
should  the  insured  not  expect  to  receive  the  cost  price  of  the 
furniture  from  the  insurance  company?   Why  will  the  company 
insist  on  paying  the  present  value  only? 

3.  Stern  &  Co.  have  stock  valued  at  $2500  stored  in  a  ware- 
house.  It  insures  this  stock  for  80%  of  its  value.    The  annual 
rate  is  $.24  per  $100. 

(a)  What  is  the  annual  premium? 

(b)  If  Stern  &  Co.  can  insure  its  stock  for  three  years  and 
decides  to  do  so,  how  much  will  be  saved  in  premium  costs? 

(c)  How  much  will  a  five-year  policy  cost? 

4.  The  firm  of  Paterson  &  Co.  carries  fire  insurance  on  its 
stock  and  fixtures  as  follows: 

Amount  of  Policy  on 

Name  of  Company  Stock  and  Fixtures     Rate  per  $100 

(a)  General  Mutual  Fire  $60,000  $.34 

(b)  Suburban  Fire  30,000  .26 

(c)  Quaker  Mutual  Fire  40,000  .34 

(d)  Independent  Fire  50,000  .34 

(e)  Concord  Fire  20,000  .26 

(1)  What  is  the  annual  premium  on  each  policy? 

(2)  How  do  the  rates  show  that  the  stock  and  fixtures  of  the 
firm  are  at  two  locations? 
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(3)  What  would  be  the  rate  per  $100  on  the  two  locations  on  a 
three-year  basis?   On  a  five-year? 

(4)  How  would  a  loss  of  $40,000  be  distributed  among  the 
three  companies  (a),  (c)  and  (d)  ;  and  a  loss  of  $8000  between 
companies  (b)  and  (e)  ? 


UNIT  XIX 
TRAVEL 

LESSON  1 

PLANNING  A  TRIP;  SELECTING  THE  METHOD  OF 

TRAVEL 

We  have  learned  of  the  many  contacts  made  by  individ- 
uals through  communication  and  through  transportation 
facilities.  The  latter  are  not  used  solely  for  the  purpose  of 
carrying  goods  from  place  to  place.  Individuals  also  have 
occasion  to  go  from  place  to  place,  in  other  words,  they 
have  travel  needs.  For  these  travel  needs  they  must  make 
use  of  transportation  facilities.  In  this  unit  we  shall  find 
out  what  these  travel  needs  are,  what  transportation  facil- 
ities are  available  for  these  needs,  and  how  to  use  these 
facilities  to  advantage. 

The  individual  who  is  taking  a  trip  either  for  business 
or  for  pleasure  must  plan  it  so  that  he  can  get  the  most 
satisfactory  transportation  service  for  the  amount  that  he 
spends.  A  number  of  problems  will  be  analyzed  to  demon- 
strate how  the  planning  of  trips  is  done. 

The  Travel  Bureau  Tour 

Problem  1.  Paul  Martin,  a  college  student,  wants  to  take  a  six- 
day  trip  to  Washington,  D.  C.,  during  the  Christmas  holiday  to  see 
the  Capitol  and  places  of  historic  interest  in  the  city  of  Washington 
and  vicinity.  He  has  saved  the  money  needed  for  all  the  expenses 
of  the  trip.  How  does  Paul  plan  this  trip? 

In  conversation  with  his  friend,  Fred  Carver,  Paul  learns 
that  Fred  and  his  father  intend  to  take  an  automobile  trip 
to  Washington  during  the  Christmas  holiday.  Fred  tells 
Paul  that  he  feels  quite  sure  that  his  father  would  be  will- 
ing to  take  him  along.  Paul  would  be  expected  to  pay  his 
share  of  the  expenses. 

711 
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Photos  by  Ewing  Galloway 

Places  of  Interest  in  Washington,  D.  C. 
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Weighing  the  advantages  and  disadvantages  of  this  offer, 
Paul  finds  that  there  is  one  important  objection  to  traveling 
by  automobile.  Much  time  would  be  consumed  in  getting  to 
Washington  and  back;  and  since  he  has  only  six  days  for 
the  entire  trip,  there  would  not  be  as  much  time  left  for 
sight-seeing  as  he  would  like  to  have.  The  advantage  he 
can  see,  however,  is  that  he  would  be  able  to  save  some 
money  by  accepting  the  automobile  trip  offer.  Since  Paul 
has  saved  enough  money  for  the  trip,  he  feels  that  it  is  not 
important  to  cut  down  on  the  expense.  He  therefore  de- 
cides to  decline  the  invitation  to  travel  by  automobile. 

Deliberating  further  about  the  trip,  Paul  turns  to  the 
newspapers  for  possible  information.  He  finds  a  number 
of  advertisements  of  tours  to  various  places  in  the  United 
States,  and  among  them  is  the  Washington  tour  in  which 
he  is  interested.  He  reads  that  travel  agencies  or  bureaus 
and  railroad  companies  offer  to  the  public  "all  expense  paid 
and  personally  conducted"  tours  at  a  certain  cost  per  per- 
son. These  travel  bureaus,  he  learns,  arrange  and  provide 
for  all  hotel  accommodations,  map  out  sight-seeing  trips, 
and  look  after  all  the  other  details  throughout  the  tour. 
He  cuts  out  an  advertisement  of  the  tour  to  Washington 
which  contains  an  itinerary  of  the  trip,  the  list  of  historic 
places  to  be  visited  (see  pictures  on  page  712),  the  time 
schedule  for  the  six  days,  and  the  starting  time — the  sec- 
ond day  of  the  Christmas  week. 

Paul  finally  decides  to  join  the  Travel  Bureau  tour. 
What  advantages  will  Paul  derive  from  this  plan  of  travel 
to  make  up  for  the  added  cost  of  the  trip? 

The  Cruise 

Problem  2.  Paul's  father,  a  traveling  salesman  for  the  firm  of 
Frank  &  Co.,  has  been  very  busy  for  many  months,  and  is  very  tired. 
His  firm  is  allowing  him  a  vacation  of  five  days.  He  is  planning  to 
take  a  trip  out  of  the  city  away  from  all  business  cares.  How  does 
Mr.  Martin  arrange  for  such  a  trip? 

Mr.  Martin  sees  an  advertisement  in  the  newspaper  of 
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a  travel  bureau  describing  a  cruise  to  Bermuda.  The  adver- 
tisement states  that  the  cruise  price  includes  the  ocean 
voyage  to  and  from  Bermuda,  sight-seeing  trips  in  Ber- 
muda, accommodations  aboard  the  boat,  and  that  the  entire 
cruise  is  to  take  four  and  a  half  days.  The  idea  of  a  cruise 


ng   (jdlloway 


Scenes  in  Bermuda 


appeals  to  Paul's  father  as  a  satisfactory  way  of  spending 
a  short  vacation,  and  so  he  decides  on  this  trip.  (See  pic- 
tures above.) 

The  Trip  by  Railroad 

Problem  3.  After  returning  from  his  cruise,  Paul's  father  has  to 
arrange  for  a  three  weeks'  trip  on  the  road,  traveling  through  various 
cities  from  New  York  City.  He  must  stop  to  see  buyers  in  Buffalo, 
Cleveland,  Detroit,  Chicago,  St.  Louis,  Cincinnati,  Pittsburgh,  and 
Philadelphia.  To  save  time,  he  will  have  to  travel  at  night  during 
part  of  his  trip.  What  planning  is  necessary  for  this  business  trip  and 
what  method  of  travel  will  be  used? 

Mr.  Martin  decides  to  travel  by  train  rather  than  by 
automobile  or  airplane.  For  this  trip  travel  by  automobile 
takes  too  long  and  has  other  disadvantages;  and  travel  by 
airplane  is  too  expensive. 

Traveling  by  railroad  necessitates  planning  for  proper 
accommodations,  correct  train  connections,  and  other  de- 
tails. For  his  travel  by  night  Mr.  Martin  will  have  to 
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arrange  for  sleeping  accommodations  on  board  a  Pullman 
Sleeper.  For  his  travel  by  day,  instead  of  taking  a  regular 
day  coach,  with  ordinary  seating  accommodations  for  two 
passengers  at  each  seat,  he  may  buy  a  ticket  that  reserves 
a  parlor  car  seat  for  him.  This  seat  will  afford  him  more 
comfort,  especially  for  his  long  distance  rides.  At  times 
on  his  trip  where  the  train  runs  steadily  for  many  hours, 
he  may  decide  to  get  his  meals  in  the  dining  car  of  the 
train.  The  Pullman  Sleeper  and  the  parlor  car  accommo- 
dations are  usually  bought  in  advance  at  the  Pullman  ticket 
office  in  a  large  railroad  terminal,  or  at  the  regular  ticket 
office  in  a  smaller  station.  The  Pullman  Sleeper,  the  parlor 
car  seat,  and  meals  in  the  diner  must  be  paid  for  by  the 
traveler  in  addition  to  his  railroad  fare.  Illustrations  of  a 
few  of  the  railroad  accommodations  mentioned  in  this  para- 
graph can  be  seen  on  page  715.  Mr.  Martin  can  buy  a 
round-trip  ticket,  with  stop-over  privileges  at  all  the  larger 
cities  where  he  is  planning  to  go. 

Other  Types  of  Railroad  Tickets.  On  other  business  trips 
that  Mr.  Martin  takes,  he  is  obliged  to  buy  single-trip  tick- 
ets from  one  place  to  the  next,  especially  when  he  plans  to 
stop  at  many  small  towns  in  between  the  larger  cities. 
What  advantages  are  there  in  buying  a  round-trip  ticket 
rather  than  single-trip  tickets  for  his  three  weeks'  business 
trip  mentioned  in  problem  3?  Paul's  father,  at  certain 
times  of  the  year,  travels  from  one  town  to  another,  often 
"making"  two  or  more  towns  in  a  single  day.  On  such  trips 
he  buys  what  is  called  a  mileage  book.  With  a  strip  of  this 
mileage  book,  Mr.  Martin  pays  for  his  railroad  fare  based 
on  the  actual  number  of  miles  he  travels.  In  the  long  run 
paying  railroad  fare  by  the  mile  is  a  saving  in  transporta- 
tion cost.  Why? 

Problem  4.    Paul  Martin  arranges  for  a  week-end  trip  to  Boston. 
What  kind  of  railroad  ticket  does  he  buy? 

Paul  buys  an  excursion  ticket  which  obliges  him  to  leave 
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Friday  evening  and  to  return  Sunday  afternoon,  both  times 
on  certain  trains  only.  Why  is  this  excursion  ticket  cheaper 
than  a  round-trip  ticket? 

Problem  5.  Paul  and  his  folks  live  in  a  suburb  of  the  city.  Dur- 
ing a  number  of  months  each  year,  Paul's  father  does  not  go  "on  the 
road,"  but  does  go  into  the  city  every  day  to  report  to  the  office 
and  to  attend  to  his  business  which  he  receives  through  the  mails. 
What  type  of  railroad  ticket  does  he  buy  to  get  to  the  office  daily? 

Paul's  father  buys  a  sixty-trip  commutation  ticket  to  the 
city,  which  entitles  him  to  ride  to  the  city  and  back  each 
day  in  the  month.  Why  is  the  cost  of  one  ride  on  the  com- 
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mutation  ticket  much  cheaper  than  the  regular  one-way 
fare?  Why  should  commutation  both  ways  be  less  than  a 
round-trip  ticket? 

Mr.  Martin  also  may  buy  a  family  ticket  which  allows 
any  member  of  the  family  to  travel  on  the  railroad  to  and 
from  the  city,  and  provides,  for  example,  for  fifty  of  these 
one-way  rides  during  the  month.  This  enables  his  wife,  his 
son  Paul,  and  himself  to  travel  to  and  from  the  city  at  a 
much  cheaper  rate  than  by  buying  single  or  even  round-trip 
tickets. 

Illustrations  of  various  types  of  railroad  tickets  are 
shown  on  page  717.  It  should  be  noted  that  on  practically 
all  railroads,  children  under  twelve  years  of  age  usually 
are  permitted  to  travel  at  half  fare  (on  half -fare  tickets). 
Summary 

Travel  involves  planning  of  the  trip  and  a  careful  choice 
of  the  method  of  transportation.  Tours,  cruises,  inde- 
pendent travel  by  automobile  or  by  train,  are  some  of  the 
methods  of  travel  available.  Travelers  must  make  arrange- 
ments for  such  special  train  accommodations  as  Pullman 
Sleepers,  parlor  car  seats,  and  diners,  which  are  extra- 
charge  services.  Day  coaches  are  provided  on  trains  for 
regular  travel.  Stop-over  privileges  at  large  cities  are 
allowed  on  long  distance  trips.  Travelers  should  be  familiar 
with  the  following  kinds  of  tickets  sold  by  railroads :  reg- 
ular one-way  fare,  round-trip,  mileage  books,  excursion, 
commutation,  family,  half -fare. 
Business  Vocabulary 

mileage  excursion  commutation 

traveler  tourist  voyage 

invitation  accommodations 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  (a)  Paul  Martin  (see  problem  1,  page  711)  paid  the  Travel 
Bureau  $75  for  the  six-day  tour  to  Washington.  In  addition  he 
spent  $9  for  other  items,  and  $6  for  gifts. 
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(1)  What  was  the  total  amount  spent  by  Paul  on  the  trip? 

(2)  What  was  the  average  cost  per  day?  (Omit  the  amount 
for  gifts.) 

(b)  The  entire  cost  of  the  four  and  one-half  days'  cruise  to 
Bermuda  made  by  Paul's  father  (see  problem  2,  page  713)  was 
$81.  What  was  the  average  daily  cost? 

2.  The  one-way  fare  between  two  cities  is  $12,  and  the  round- 
trip,  $18. 

(a)  How  much  is  saved  by  the  round-trip  ticket? 

(b)  The  round-trip  fare  is  what  per  cent  of  the  two  one-way 
fares? 

(c)  The  round-trip  fare  is  how  many  times  the  one-way? 

GROUP  II 

1.  A  railroad  company  has  the  responsibility  of  protecting  its 
passengers  against  injury  from  accidents  while  traveling  on  its 
trains.  Why  does  the  law  require  the  company  to  exercise  the 
greatest  care,  and  to  use  safeguards  of  all  kinds? 

2.  The  national,  state,  and  local  governments  as  well  as  the 
railroads   are   vitally   concerned   with   the   problem   of   railroad 
crossings   (where  railroads  cross  roads  or  highways).    Why  is 
this  so?   How  are  the  dangers  of  railroad  crossings  being  elimi- 
nated more  and  more  each  year?    What  is  the  obligation  and 
responsibility  of  the  driver  of  a  private  automobile  or  a  bus  at 
a  railroad  crossing? 

3.-  Following  is  a  table  showing  the  cost  of  various  types  of 
tickets  between  New  York  City  and  four  commuting  cities  and 
towns : 

Monthly  Com-        50-Trip 
New  York        One-Way     1-Day  Round       mutation  Family 

To  Fare  Trip  Fare  Fare  Fare 

Tarrytown  $.89  $1.25  $11.35  $26.40 

Ossining  1.10  1.55  12.65  32.74 

Harmon  1.19  1.65  13.00  34.85 

Peekskill  1.47  2.05  15.20  43.30 

(a)  How  much  less  is  the  one-day  round-trip  than  the  two 
one-way  fare  tickets  for  each  of  the  four  places? 

(b)  How  much  is  a  single  ride  on  the  monthly  commutation 
fare  ticket  (60  trips),  and  on  the  50-trip  family  fare  ticket,  for 
Tarrytown?    How  much  less  for  each   than   the   one-way  fare 
ticket? 

(c)  What  would  the  60  trips  to  and  from  Peekskill  cost  at 
the  one-way  fare  rate?   How  much  is  saved  by  the  monthly  com- 
mutation? 
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LESSON  2 

TRAVEL  BY  RAILROAD;  ITINERARIES,  TIME-TABLES, 

MAPS,  ETC. 


Passenger  travel  by  rail- 
road is  timed  by  railroad 
time-tables  that  give  the  time 
of  departure  and  arrival  of 
trains,  and  other  informa- 
tion about  the  service  of- 
fered. A  problem  will  be 
solved  to  illustrate  how  rail- 
road travel  information  can 
be  obtained  from  the  printed 
time-table  itself  or  from 
some  other  authentic  source 
of  travel  information. 

Preparing  an  Itinerary 

Problem  1.  Thomas  Drake 
is  a  salesman  for  Hawthorn,  Ly- 
ons &  Co.,  Inc.,  New  York,  N.  Y. 
He  needs  to  call  on  customers  in 
Albany,  Buffalo,  Cleveland,  and 
Chicago.  He  decides  to  leave 
on  an  early  morning  train,  Mon- 
day, November  12,  193-  and  to 
stop  over  at  each  of  the  cities 
as  follows:  Albany — I  day,  Buf- 
falo— 2,  Cleveland — 3,  Chicago 
— one  week.  Prepare  the  itin- 
erary of  his  trip  and  include  in 
it  the  leaving  and  arriving  time 
for  each  stop,  the  train  names 
and  numbers,  the  train  accom- 
modations, the  mileage  between 
stops,  the  running  time,  and  oth- 
er information  required  for  the 
trip.  Indicate  how  the  time-table 
is  used  in  gathering  the  informa- 
tion. 


Railroad  Terminals 
New  York  City,  Cleveland,  Chicago 
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Mr.  Drake  decides  that  the  New  York  Central  Railroad 
will  provide  him  with  transportation  facilities  from  New 
York  City  to  the  other  cities.  On  Saturday  he  calls  at  the 
Information  Bureau  of  the  railroad,  obtains  a  time-table 
and  begins  to  prepare  his  itinerary.  On  this  page  is  an  illus- 
tration of  a  page  of  the  time-table  which  Mr.  Drake  reads. 
On  this  he  finds  the  time  of  arriving  and  leaving  at  each  of 
the  cities  at  which  he  has  to  stop,  the  names  and  numbers 
of  trains  to  take,  and  other  information.  He  decides  to 
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arrange  all  this  on  a  traveling  schedule  (an  itinerary).  On 
page  723  is  a  copy  of  the  completed  itinerary,  with  col- 
umns for  the  following:  (1)  distance  from  New  York  City, 
(2)  names  of  stopping  places,  (3)  train  accommodations, 
(4)  train  names,  (5)  train  numbers,  (6)  time  of  leaving 
and  arrival,  (7)  train  time,  (8)  days  of  the  week  and  dates 
on  which  traveling  is  done. 

Mr.  Drake  gets  the  information  for  the  first  line  of  his 
itinerary  from  the  time-table  (see  illustration  on  page  721) 
as  follows :  Looking  along  the  top  line,  he  sees  listed  under 
the  item,  train  No.  51,  that  the  Empire  State  Express 
(train  No.  51)  leaves  the  Grand  Central  Terminal,  New 
York,  from  which  the  train  starts,  at  8 :30  A.  M.  He  runs 
his  finger  down  the  column,  headed  "51  daily,"  to  the  time 
printed  on  the  same  line  with  the  word  "Albany,"  and  sees 
that  the  train  reaches  Albany  at  11:13  A.  M.  He  figures 
the  train  time  between  New  York  and  Albany  as  shown 
on  the  time-table  two  hours  and  forty-three  minutes  and 
enters  it  on  the  itinerary.  In  the  column  to  the  left  of  the 
time-table  is  shown  the  mileage  between  New  York  and 
other  cities.  He  notes  these  on  his  itinerary.  Similarly  he 
obtains  the  data  required  for  the  other  cities,  Albany,  Buf- 
falo, Cleveland,  and  Chicago. 

Comments  on  Items  in  the  Itinerary 

Note  the  following  in  regard  to  some  of  the  items  on  Mr. 
Drake's  itinerary: 

1.  The  parlor  car  seat  for  Monday  morning,  Nov.  12, 
the  sleeping  car  accommodations  for  Monday  night,  Nov. 
12,  the  parlor  car  seat  for  Thursday  afternoon,  Nov.  15, 
and  the  parlor  car  seat  for  Sunday  afternoon,  Nov.  18,  are 
to  be  obtained  and  paid  for  in  advance  of  train-leaving  time 
at  New  York,  Albany,  Buffalo,  and  Cleveland  respectively. 
(Mr.  Drake  can  arrange  for  all  of  these  accommodations  at 
the  Grand  Central  Terminal  in  New  York,  but  he  does  not 
do  so  because  he  feels  that  cancellations  of  accommoda- 
tions may  be  necessary  later.) 
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2.  Since  Mr.  Drake's  stay  at  Chicago  is  to  be  a  week,  he 
will  be  required  to  deposit  his  ticket  with  the  ticket  agent 
at  the  LaSalle  Station  in  Chicago. 

3.  Train  No.  151  (The  Interstate  Express)  has  a  diner. 
Why  is  this  train  provided  with  such  accommodations? 

4.  On  the  trip  from  Cleveland  to  Chicago  observe  on  the 
time-table  (see  page  721)  that  at  Toledo,  Ohio,  there  is  a 
one-hour  change  in  time.   This  hour  must  be  considered  in 
figuring  the  running  time  between  the  two  cities  on  Mr. 
Drake's  itinerary.    It  must  be  understood  that  the  train 
leaves  the  Eastern  Standard  Time  Belt  at  Toledo  and  enters 
the  Central  Standard  Time  Belt  where  the  time  is  one  hour 
earlier.    In  other  words,  there  is  a  difference  of  one  hour 
on  the   clock  between   New   York   City,   having   Eastern 
Standard  Time,  and  Toledo,  having  Central  Standard  Time. 
For  example,  when  it  is  9  A.  M.  in  New  York  City  it  is 
but  8  A.  M.  in  Toledo. 

The  train  time  in  railroad  time-tables,  it  must  be  re- 
membered, is  based  on  Standard  Time,  and  not  Daylight 
Saving  Time.  If  Mr.  Drake  were  starting  from  New  York 
City  during  the  months  of  Daylight  Saving  Time,  why 
would  he  have  started  one  hour  later  on  his  clock  than  the 
time-table  time  of  leaving? 

Monday  morning,  fifteen  minutes  before  train  time,  Mr. 
Drake  arrives  at  the  Grand  Central  Terminal.  At  the  ticket- 
office  window,  he  purchases  a  round-trip  ticket  good  for 
thirty  days,  and  at  the  Pullman  window  a  parlor  car  seat 
to  Albany,  his  first  stop. 

In  some  of  the  larger  cities  Consolidated  Ticket  Offices 
are  maintained  by  all  the  railroads  with  terminals  in  such 
cities.  At  these  offices  you  can  obtain  railroad  and  Pullman 
tickets  and  receive  information  and  time-tables  for  all  the 
railroads  represented  there. 

It  is  to  be  pointed  out  that  if  Mr.  Drake  did  not  wish  to 
purchase  a  round-trip  ticket  and  planned  to  return  to  New 
York  from  Chicago  in  the  fastest  railroad  time,  he  would 
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have  taken  a  special  express  train  at  an  extra  fare.  These 
extra-fare  trains  give  faster  service  than  the  regular  ex- 
press trains. 

A  Railroad  and  Time  Belt  Map  of  the  United  States 

On  page  726  is  a  map  of  the  United  States  showing  some 
of  the  principal  railroads  between  the  East,  the  West,  and 
the  South,  and  the  time  belts  and  cities  or  towns  where  the 
change  from  one  time  belt  to  another  takes  place.  Note  the 
following  on  the  map : 

1.  The  route  of  Mr.  Drake's  trip  to  Chicago. 

2.  The  three  general  railroad  routes  from  the  east  coast 
to  the  west.  The  two  upper  routes,  via  the  New  York  Cen- 
tral or  the  Pennsylvania  Railroad,  terminate  at  Chicago. 
West  of  Chicago  is  the  Union  Pacific  Railroad  running 
through  Omaha,  to  Portland,  Seattle,  or  San  Francisco; 
or  the  Santa  Fe,  Atchison  and  Topeka  Railroad,  through 
Kansas  City  and  Denver,  to  Los  Angeles.  The  third  general 
route,  the  Southern  route,  is  along  the  Atlantic  Coast  (the 
Seaboard  Air  Line  Railway)  and  then  by  the  Southern  Pa- 
cific along  the  Gulf  of  Mexico  to  Los  Angeles  and  San 
Francisco. 

3.  The  four  time  belts:  Eastern,  Central,  Mountain,  and 
Pacific,  differing  by  an  hour  from  east  to  west  or  vice 
versa.    Three  hours'  difference  in  time  is  indicated,  for 
example,  between   San  Francisco    (or  Los  Angeles)    and 
New  York  City.   When  it  is  11  A.  M.  in  San  Francisco,  it 
is  2  P.  M.  in  New  York  City,  the  latter  having  later  time. 
St.  Louis  is  in  the  Central  Time  Belt  and  Boston  in  the 
Eastern.   What  is  the  difference  in  time  between  these  two 
cities?   Which  has  the  earlier  time?   6  P.  M.  at  Boston  is 
what  time  at  St.  Louis  ? 

People  who  travel  long  distances  by  train,  particularly 
west  to  east  or  vice  versa,  must  realize  that  at  certain 
places  like  Chicago,  Kansas  City,  Omaha,  etc.,  they  must 
change  trains  in  order  to  go  beyond  these  cities.  At  other 
important  stations,  the  railroad  car  in  which  they  are 
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traveling  is  often  switched  off  to  another  track  or  connected 
with  another  train  so  that  they  may  continue  to  their  par- 
ticular destination  on  another  railroad,  or  travel  through 
or  around  the  large  cities. 

Summary 

Time-tables  are  provided  by  railroads  so  that  passengers 
may  find  the  time  of  departure  and  arrival  of  trains  and 
other  railroad  information,  such  as  accommodations,  train 
names  and  numbers,  etc.  Information  bureaus  at  railroad 
terminals  and  Consolidated  Ticket  Offices  supply  this  in- 
formation also.  Train  running-time  between  certain  cities 
must  be  adjusted  for  differences  in  standard  time  belts. 
The  United  States  is  divided  into  four  time  belts:  the 
Eastern,  Central,  Mountain,  and  Pacific.  There  is  a  differ- 
ence of  one  hour  between  one  belt  and  the  next.  The  farther 
west  we  go,  the  earlier  the  time;  and  the  farther  east,  the 
later.  The  information  obtained  from  the  time-tables  or 
other  sources  may  be  summarized  on  an  itinerary  sheet  and 
used  as  a  guide  during  the  trip. 

Business  Vocabulary 

passengers  authentic  itinerary 

standard 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  1 

1.  From  the  following  facts  taken  from  a  railroad  time-table 
find: 

(a)  The  running  time  between  each  two  successive  train  stops. 

(b)  The  mileage  between  each. 
Miles  From 

Chicago  West-Bound  Time 

0.0  Lv.  Chicago  10.30  A.M. 

109.0  Lv.  Sterling  1:10  P.M. 

219.0  Lv.  Cedar  Rapids  3 :40  P.  M. 

488.0  Ar.  Omaha  11:00  P.M. 

2.  The  train  distance  between  San  Francisco  and  Los  Angeles 
is  approximately  480   miles.    An   express  train   takes   approx- 
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imately  12  hours,  and  a  local  20  hours,  to  cover  the  distance 
between  the  two  cities. 

(a)  How  many  hours  are  saved  using  express  service? 

(b)  Express  train  time  is  what  per  cent  of  local  train  time? 

(c)  What  is  the  rate  per  hour  by  express  and  by  local  train? 
3.     The  names  of  cities  in  the  four  time  belts  are  given  in  the 

following  table : 

(1)  Eastern:  Boston,  Atlanta,  Baltimore,  Portland    (Maine), 
Philadelphia,  New  York  City. 

(2)  Central:  Chicago,  St.  Louis,  Detroit,  New  Orleans,  Min- 
neapolis. 

(3)  Mountain:    Denver,    Salt    Lake    City,    Colorado   Springs, 
Ogden. 

(4)  Pacific:    Seattle,   Los  Angeles,   Portland    (Oregon),   Sac- 
ramento, San  Francisco. 

(a)  What  is  the  difference  in  time  between  the  cities  in  Group 
(1)    and    (2),   (1)    and   (3),    (1)    and    (4),    (2)    and    (3),    (2) 
and  (4),  (3)  and  (4)? 

(b)  If  it  is  11  A.  M.  at  Seattle,  what  time  is  it  at  Chicago? 
at  Boston?  at  Denver?  at  Baltimore? 

(c)  A  radio  speech  delivered  in  Atlanta,  Ga.,  at  6:30  P.  M. 
would  be  heard  at  what  time  in  Los  Angeles?   in  Detroit?  in 
Philadelphia?  in  Denver? 

GROUP  II 

1.  John   Stewart   is   traveling   from    Sacramento,    Calif.,    to 
Washington,  D.  C.    What  should  he  do  to  keep  his  watch  right 
as  he  crosses  from  one  time  belt  to  the  next? 

2.  Draw  a  watch  dial  with  numbers  for  the  twelve  hours  in 
proper  position.   At  2  P.  M.  on  the  dial  write  the  name  of  your 
city.    Then  write  in  at  the  proper  hour  designation,  the  names 
of  three  cities  one  from  each  of  the  other  three  time  belts. 

(Problem  3  in  Group  1  above,  will  give  you  the  time  belts  for 
the  cities.) 

3.  (a)   In  traveling  by  boat  from  San  Francisco  to  Honolulu, 
in  the  Pacific,  what  time  change  will  you  have  as  you  pass  from 
one  time  belt  to  another? 

(b)  A  steamer  from  Los  Angeles  to  New  York  City  passes 
through  three  time  belts.  What  is  done  to  the  ship  clock  as  each 
belt  is  passed? 

4.  Prepare  an  itinerary  of  a  railroad  trip  of  a  thousand  miles 
or  more  from  your  city  or  town  including  stop-overs  at  cities  in 
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a  number  of  states.  Use  a  time-table  and  follow  the  form  shown 
in  the  itinerary  on  page  723.  The  exact  location  of  Pullman  and 
parlor  car  seat  accommodations  may  be  omitted.  In  figuring 
train  time  between  stops,  remember  to  include  in  your  calcula- 
tions differences  in  time  belts. 


LESSON  3 

TRAVEL  BY  STEAMER,  BUS,  AIRPLANE,  AND 
AUTOMOBILE 

Traveling  is  done  in  other  ways  than  by  railroad.  These 
are:  by  boat,  bus,  airplane,  and  automobile.  This  lesson 
will  consider  situations  involving  travel  by  each  of  these 
methods. 

Travel  by  Steamer 

Problem  1.  The  buyer  of  John  Clark  &  Co.,  importers,  located 
in  New  York,  N.  Y.,  is  planning  to  30  to  Paris  to  buy  merchandise  for 
his  firm.  What  details  must  he  arrange  for  in  order  to  provide  pas- 
sage for  himself  across  the  Atlantic? 

Booking  Passage.  The  first  question  the  buyer  must  de- 
cide is  what  steamship  line  and  what  particular  steamer  he 
intends  to  travel  on.  The  time  of  sailing,  the  duration  of 
the  trip,  the  destination,  the  cost  of  passage,  the  type  of 
accommodations  offered — all  these  must  be  kept  in  mind 
while  considering  the  choice  of  steamer. 

You  must  remember  that  steamship  companies  provide 
different  classes  of  accommodations  for  their  passengers. 
The  buyer  for  John  Clark  does  not  wish  to  get  the  most 
expensive  one,  which  is  known  as  first  class  (also  called 
first  cabin).  He  chooses  a  second  class  (cabin)  which  does 
not  give  him  all  the  accommodations  of  a  passenger  travel- 
ing first  class,  but  nevertheless  gives  very  satisfactory 
service.  To  save  expense  the  buyer  might  have  chosen  the 
so-called  tourist  class  of  accommodation  (sometimes  known 
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as  third  class) .  As  the  name  indicates,  this  type  of  accom- 
modation is  generally  used  by  tourists  of  moderate  means. 
Very  few  steamers  nowadays  offer  a  still  lower-rate  type 
of  accommodation  called  steerage. 

It  should  be  noted  that  certain  steamers  are  called  one- 
cabin  steamers  (one-class  boats),  on  which  all  passengers 
get  first-class  passage  and  therefore  have  the  complete  run 
of  the  boat  and  are  entitled  to  all  the  activities  on  board. 
These  steamers  are  generally  used  by  passengers  who  do 
not  favor  distinctions  made  between  first,  second,  and 
tourist  classes  of  passengers. 

Ports  of  Sailing  and  of  Entry.  The  buyer  books  passage 
on  a  steamer  that  docks  at  Havre,  France.  The  steamer 
sails  from  a  pier  located  on  the  Hudson  River.  Steamship 
lines  entering  and  leaving  the  port  of  New  York  use  piers 
located  on  the  Hudson  and  East  Rivers,  and  at  Hoboken, 
New  Jersey. 

Many  other  large  cities  in  the  United  States  located  on 
the  Atlantic,  Gulf  of  Mexico,  the  Pacific,  and  Great  Lakes 
have  many  docks  for  vessels  leaving  or  entering  their  ports. 
Important  ports  of  entry  on  European  shores  are  Cher- 
bourg, Havre,  Queenstown,  Southampton,  Liverpool,  Ham- 
burg, Barcelona,  Marseilles,  Naples,  and  others.  In  a  few 
cases  the  ports  for  some  of  the  inland  cities  are  located  a 
number  of  miles  away. 

Duration  of  the  Trip;  the  Return.  The  buyer's  steamer 
is  to  leave  on  Thursday  at  12  midnight,  and  to  arrive  at 
Havre  the  following  Wednesday  at  12:30  P.  M.  How 
long  will  the  trip  take?  How  will  he  travel  from  Havre 
on  the  northwestern  coast  of  France  to  Paris  which 
is  inland?  For  his  return  he  has  booked  passage  on  a 
steamer  leaving  Havre,  France,  on  Tuesday  noon  and 
arriving  at  New  York  on  the  following  Sunday  evening  at 
11:30.  How  long  does  the  return  trip  take?  (See  pictures 
on  page  730  for  the  story  of  the  trip.) 
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Travel  by  Bus 

The  traveler  who  desires  to  go  from  one  part  of  the 
country  to  another  at  a  saving  in  cost  of  transportation 
may  use  one  or  more  of  the  many  bus  systems  operating 

in  all  sections  of  the 
United  States.  On 
long  trips,  changes 
from  one  bus  to  an- 
other must  be  made 
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Problem  2.  John 
Blake  has  to  travel  from 
Boston,  Massachusetts, 
to  Chicago,  Illinois,  to 
get  a  position.  He  has 
not  much  money  to 
spend  on  fares.  He 
learns  that  traveling  by 
bus  will  meet  his  needs. 
Describe  how  he  ar- 
ranges for  the  trip. 

At  the  bus  termi- 
nal in  Boston,  he  ob- 
tains a  time  schedule 
or  bus  time-table, 
and  gets  full  infor- 
mation about  the 
trip.  On  page  734  is 
a  copy  of  the  sched- 
ule. He  buys  a  round- 
trip  ticket  that  will 
entitle  him  to  stay 

over  at  each  of  the  large  cities  for  a  number  of  days  and 
continue  on  any  bus  of  the  particular  bus  line  he  is  using. 
His  baggage  is  carried  on  the  same  bus  on  which  he  is 
traveling.  Instead  of  stopping  at  hotels  for  the  night  and 
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Section  of  Bus  Time-Table 
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resuming  his  trip  on  another  bus  of  the  company  the  next 
morning,  he  arranges  to  sleep  on  board  the  bus  which  has 
accommodations.  Why  is  it  possible  to  see  the  sights  much 
better  on  a  bus  trip  than  on  a  railroad  trip?  Look  at  the 
bus  time-tables  given  on  this  page,  page  732,  and  page  734 
and  figure  out  how  long  the  trip  takes  from  Boston  to  Chi- 
cago ;  from  New  York  to  Los  Angeles ;  and  from  Chicago  to 
San  Francisco. 
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STANDARD  TIME 
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Courtesy:    Greyhound  Lines 


Transcontinental  Bus 
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6.00 
11.36 
12   01 
3   20 
3.20 
4.20 
5.35 

-PM~ 
6.00 

7.30 
7.35 
9  20 
9   40 
10  02 
10.20 
11.45 
11.45 
12.05 
12.50 
1.00 
6.03 
6.25 
10.09 
10.09 
11.09 
12.25 

AM 
10.00 

li!30 
11.35 
1  30 
1  50 
2  12 
2  40 
4  05 
4.05 
4.25 
5  10 
5  50 
11  25 
12.01 
3.20 
3.20 
14.16 
5.30 

AM 
8.00 

'9!  20 
9.25 
11.05 
11.05 
11.30 
12.05 

2.66 
3.00 
8  43 
9  00 

12.26 

Lv  Boston                          Mass. 

Grey,  M.C.  Term.  3  Providence 
Ar  Worcester  

Lv  Worcester  
Ar  Springfield 

Lv  Springfield  ... 

Lv  Hoi  yoke 

Lv  Northampton  
Ar  Pittsfleld.  .  . 

Lv  Pittsfleld 

Lv  New  Lebanon  N    Y. 
Ar  Albany... 

iilso 

4   50 
5  15 
9  10 
9.15 

12.00 

'7A5 
1.10 
1.30 
4  56 
5.10 

r!w 

Lv  Albany 

Ar  Syracuse  

Ar  Rochester                        " 

Lv  Rochester  ** 

Lv  Batavia  " 

Ar  Buffalo                              " 

12.45 
7.15 
7.45 
11.44 
6  20 

6.00 

12.40 
1.00 
4.59 
11.30 

1.00 
8.00 
8.15 

12.14 
6.35 

6.15 
12.50 
1.15 
5.14 
11  40 

Lv  Buffalo.  .  .  .    f  Table  \N.  Y. 
Ar  Cleveland.    \No.  12  /  Ohio 
Lv  Cleveland                     .     " 

Lv  Toledo  " 
Ar  Chicago  III. 

NOTE:  Time  from  12.01  midnight  to  12.00  noon  (AM)  shown 
in  light  figures;  time  from  12.01  noon  to  12.00  midnight  (FM) 
shown  in  dark  figures. 

Section  of  Bus  Time-Table 
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Comp/ete   COAST-TO-COAST 


Travel  by  Airplane 

Problem  3.  Thomas 
Brooks  of  Los  Angeles  must 
reach  New  York,  N.  Y.,  in 
two  days  to  close  an  im- 
portant business  deal.  What 
method  of  travel  shall  he 
use? 


Why  will  the  rail- 
road or  the  bus  not  an- 
swer his  purpose?  To 
get  to  New  York  City 
on  time  he  must  use 
the  Transcontinental 
Air  Service.  First  he  must  get  to  the  airport  and  then 
board  the  airplane.  Like  traveling  on  land,  he  will  be 


Courtesy:     United  Air  Lines 

Transcontinental  Air-line  Schedule 


Courtesy:    United  Air  Lines 

Interior  of  Passenger  Airplane 
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obliged  to  make  a  number  of  changes  en  route.  On  page 
735  are  illustrations  of  an  air  service  time-table  and  air- 
line accommodations.  How  many  miles  are  there  in  the 
trip  from  Los  Angeles  to  New  York  City?  How  long  does 
the  trip  take? 

Travel  by  Automobile 

Problem  4.  Neal  Chilton  is  planning  to  take  a  pleasure  trip 
from  Washington,  D.  C.,  to  Montreal,  Canada,  with  two  friends  in 
his  automobile.  They  have  three  weeks  for  'the  entire  trip.  They 
expect  to  travel  about  two  hundred  miles  a  day,  and  to  stop  over 
for  a  day  or  two  at  Baltimore,  Philadelphia,  New  York,  Albany. 
Explain  wnere  Mr.  Chilton  can  get  detailed  information  as  to  the 
route  to  be  followed,  distances  to  be  covered,  stopping  places,  etc. 

Mr.  Chilton  can  get  most  of  the  information  from  auto- 
mobile road  maps  published  by  companies  selling  gasoline 
and  obtainable  at  many  gas  stations.  Look  at  the  section 
of  the  automobile  road  map  given  on  page  737  and  trace  on 
it  the  route  Mr.  Chilton  will^use  for  the  beginning  of  his 
trip  from  Washington  as  far  as  Oxford,  Pa.  Note  the  route 
number  and  the  distances  also.  Observe  that  the  United 
States  Highways  running  through  states  are  indicated  on 
the  map  by  such  markers  as  ®  and  the  state  roads  by 
another  kind  of  marker.  In  a  few  places  Mr.  Chilton  may 
be  obliged  to  use  county  or  town  roads.  On  the  reverse  side 
of  the  road  map  are  skeleton  maps  of  the  large  cities  show- 
ing the  route  to  be  followed  through  them.  In  any  case  the 
U.  S.  or  State  markers  or  signs  guide  the  traveler. 

Mr.  Chilton  may  be  obliged,  at  certain  places,  to  use 
bridges,  ferries,  and  tunnels.  Why  may  a  charge  or  toll 
be  made  at  some  of  these?  Certain  roads  that  Mr.  Chilton 
uses  may  be  "toll  roads"  where  he  is  obliged  to  pay  a  toll 
or  fee  for  their  use. 

Most  of  the  large  companies  that  sell  oil  and  gasoline 
maintain  Travel  Information  Bureaus  in  the  large  cities 
of  the  United  States.  These  bureaus  will  furnish,  free  of 
charge,  complete  and  detailed  information  about  any  auto- 
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mobile  trip  you  expect  to  take.  A  traveler  should  avail 
himself  of  this  opportunity  before  starting  on  any  auto- 
mobile trip.  Automobile  Associations  maintain  information 
offices  in  large  cities  for  their  members. 


Section  of  Automobile  Road  Map 

Why  is  it  most  advisable  for  Mr.  Chilton  to  have  extra 
tires  with  him  on  his  automobile  trip  to  Montreal?  What 
does  it  mean  if  you  see  the  sign  "Detour"  on  the  road? 
What  other  precautions  are  important  on  an  automobile 
trip? 

Summary 

The  various  methods  of  transportation  used  by  people 
who  travel  are  the  railroad,  steamship,  bus,  airplane,  and 
automobile.  Each  method  has  its  advantages  and  disad- 
vantages in  cost,  time,  and  convenience.  Piers,  bus  ter- 
minals, and  airports  are  places  of  arrival  and  departure 
for  steamers,  busses,  and  airplanes  respectively.  Steamers 
provide  accommodations  such  as  first-,  second-,  third- 
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(tourist)  class,  and  steerage.  One-cabin  boats  have  the  same 
privileges  for  all.  Time  schedules  are  provided  by  bus  and 
airplane  companies.  Automobile  road  maps  indicate  the 
U.  S.,  State,  county,  and  city  roads  to  be  used  on  a  trip. 
Markers  or  signs  on  the  road  help  the  automobilist  to  use 
the  proper  roads,  thus  saving  time. 

Business  Vocabulary 

passage  detour  transcontinental 

terminals  steerage 


ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  In  a  trip  from  Los  Angeles,  Calif.,  to  Yokohama,  Japan, 
Charles  Danvers  embarks  on  a  steamer  at  Los  Angeles  on  June 
10,  193-,  noon  and  arrives  on  June  28,  193-,  6  A.  M.  at  Yokohama. 
How  long  did  the  trip  take? 

2.  A  bus  schedule  from  Cleveland  to  New  York  shows  starting 
time  at  1:00  A.  M.  and  arriving  time  at  11:50  P.  M.    What  is 
the  running  time  between  the  two  cities  ? 

3.  Mr.  Clark  plans  to  take  a  trip  with  his  family  by  auto- 
mobile from  Washington  to  Montreal — a  distance  of  approxi- 
mately 640  miles.   He  intends  to  drive  on  the  average  160  miles 
a  day,  driving  eight  hours  a  day. 

(a)  How  many  days  will  the  trip  take? 

(b)  How  many  hours  will  be  spent  on  the  road? 

GROUP  II 

1.  Charles  Foster  has  received  a  two-weeks'  vacation  starting 
in  two  days.   What  type  of  trip  might  be  recommended  to  him? 
Why?  Which  type  of  trip  might  not  be  advisable?  Why? 

2.  Find  in  each  instance,  the  time  the  trip  takes: 

Method  of               Time  of  Time  of 

Trip                               Travel                 Leaving  Arrival 

(a)  Chicago   to    San    Francisco  Automobile  July    5,    9 :00  a.m.  July  15,    4 :00  a.m. 

(b)  N.  Y.  City  to  Los  Angeles  Bus  July    5,    6:00  a.m.  July    9,  11 :30  a.m. 

(c)  St.   Louis  to  Minneapolis  Railroad  June    4,    2:15  p.m.  June    5,    8:30a.m. 
(d).  San  Francisco  to  Chicago  Airplane  Aug.    9,  12:20  p.m.  Aug.  10,    2  : 39  p.m. 
(e)  New  York  to  Panama  Canal  Steamer  Aug.  10,    6:00  p.m.  Aug.  19,  10  : 00  a.m. 

3.  Fill  in  the  "mileage"  and  "running-time"  columns  in  the 
following  schedule  of  a  bus  trip  from  Chicago  to  Boston. 


TRAVEL  739 

Running 

Distance    from  Time  Lv.  Day  of  Mile-       Time 

Chicago  Cities  Belts  Ar.  Time  Week     age  Hrs.  Min. 

0.0  mi.    Chicago        Central    Lv.  12:01  PM  Fri. 

Toledo          Eastern    Ar.    8: 50PM  Fri.            ..    .. 

360.0  Cleveland    Eastern    Ar.  12:45  AM     Sat. -mi 

(Stop-over  15  minutes) 

360.0           Cleveland     Eastern    Lv.    1:00  AM  Sat. 

Scranton      Eastern    Lv.    6:20PM  Sat.            ..    .. 

859.0  N.  Y.  City  Eastern    Ar.  11:50  PM     Sat. -mi 

(Stop-over  40  minutes) 

859.0           N.  Y.  City  Eastern   Lv.  12:30  AM  Sun. 

1004.0  Boston          Eastern    Ar.    9:40  AM     Sun. -mi 

(a)  What  is  the  total  running  time  between  Chicago  and  Bos- 
ton, including  the  stop-overs? 

(b)  How  many  hours'  difference  in  time  on  the  clock  is  there 
between   Chicago  and   Cleveland,   and   the   other   cities   east  of 
Cleveland  ? 


LESSON  4 
TRAVEL  INFORMATION 

Many  details  of  travel  routine  that  were  not  explained 
in  the  first  three  lessons  of  this  unit  will  be  considered  in 
this  lesson  in  connection  with  two  problems. 

Information  Concerning  a  Trip  Through  Parts  of  the  United 
States 

Problem  1.  The  sales  manager  of  the  Thorp  &  Watson  Com- 
pany arranged  the  complete  itinerary  of  a  trip  for  business  and 
pleasure  that  would  take  him  through  all  parts  of  the  United  States. 
He  esfimated  that  the  entire  trip,  including  a  round-trip  railroad 
ticket,  Pullman  sleepers,  and  parlor  car  seats,  would  cost  around 
$2000.  He  decided  to  take  $  1 50  of  the  $2000  in  money.  Stop-overs 
at  a  number  of  cities  and  sight-seeing  trips  to  historical  and  other 
places  of  interest  were  arranged  for  in  the  itinerary.  The  sales  man- 
ager took  two  pieces  of  baggage  with  him.  What  are  the  details  of 
travel  routine  that  must  be  considered  and  handled  by  the  sales 
manager  in  regard  to  baggage,  payment  for  expenses  of  trip,  hotel 
accommodations  en  route,  etc.? 
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Handling  Baggage.  The  railroad  permitted  the  sales 
manager  to  carry  the  two  pieces  of  baggage  aboard  the 
train  with  him  without  charge.  One  piece  was  placed  on  a 
rack  above  his  seat,  the  other  on  the  floor.  He  could  have 
chosen  to  check  one  or  both  of  the  pieces  of  baggage,  in 
which  case  he  would  have  received  a  baggage  check.  The 
railroad  would  then  carry  it  to  the  station  of  destination 
in  a  baggage  car.  In  such  case,  the  sales  manager  would 
have  reclaimed  the  baggage  at  the  place  of  destination,  by 
presenting  the  check  to  the  baggage  man. 

It  must  be  remembered,  however,  that  the  railroad  com- 
pany is  liable  for  baggage  up  to  a  certain  amount  only.  To 
cover  loss  above  that  amount,  you  must  have  the  baggage 
insured  by  the  railroad  company  which  charges  a  fee  for 
this  service.  With  regard  to  trunks  also,  railroad  com- 
panies are  permitted  by  the  rules  of  the  Interstate  Com- 
merce Commission  to  limit  their  free  service  to  a  certain 
amount.  Trunks  weighing  over  this  maximum  are  carried 
at  an  extra  cost  for  every  excess  pound.  Parcels  or  baggage 
may  be  left  at  a  railroad  station  in  the  checking  room  for 
temporary  checking  at  a  certain  charge  per  day.  How  will 
you  be  able  to  identify  and  get  back  your  property? 

The  sales  manager  carried  a  tourist  floater  with  complete 
coverage  on  his  baggage.  Why  was  it  unnecessary  to  insure 
the  baggage  with  the  railroad?  Note  that  baggage  trans- 
portation or  private  companies  transport  baggage  from 
homes,  places  of  business,  hotels,  etc.,  to  railroad  stations, 
and  vice  versa. 

If  the  sales  manager  were  traveling  by  steamer,  he 
would  find  that  steamship  companies  have  a  more  liberal 
policy  regarding  the  weight  of  baggage.  Why?  Bus  com- 
panies will  take  a  limited  amount  of  passenger's  baggage. 
Why  do  airplane  companies  generally  restrict  baggage  to 
hand  luggage? 

Buying  Travelers'  Checks  and  Letters  of  Credit.  Your 
previous  study  of  this  topic  will  suggest  an  answer  to  this 
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question :  How  shall  the  sales  manager  carry  the  remainder 
of  the  $2000  beyond  the  $350  for  his  ticket,  the  Pullman 
Sleeper  to  the  first  stop,  and  the  $150  that  he  carries  with 
him.  He  might  purchase,  as  you  will  most  likely  decide, 
travelers'  checks.  However,  for  a  part  of  the  amount  he 
may  buy  what  is  called  a  letter  of  credit.  The  sales  man- 
ager did  purchase  a  $1000  letter  of  credit  for  which  the 
bank  at  which  it  was  bought  charged  $5.  Note  that  one 
advantage  of  the  letter  of  credit  is  that  it  need  not  be 
cashed  in  one  lump  sum.  Installments  whenever  desired 
can  be  obtained  by  endorsements  on  the  back  of  the  letter 
of  credit.  For  the  remaining  $495.00,  the  sales  manager 
obtained  travelers'  checks. 

Making  Hotel  Reservations;  "Checking  Out"  En  route 
the  sales  manager  was  faced  with  the  problem  of  making 
hotel  reservations  in  advance  at  cities  where  he  was  to 
stop.  How  was  this  done?  A  letter  or  a  telegram  was  dis- 
patched to  the  hotel  manager  prior  to  arrival,  and  a  room 
was  reserved  for  the  sales  manager.  On  leaving  each  hotel 
he  "checked  out" ;  that  is,  he  notified  the  manager  that  he 
was  leaving  and  paid  his  bill.  How  was  he  able  to  use  his 
travelers'  checks  or  letter  of  credit  for  payment?  Why  was 
he  obliged  to  have  some  money  on  his  trip? 

Redeeming  Unused  Railroad  Tickets.  If  the  sales  man- 
ager does  not  use  the  return  railroad  ticket  either  because 
he  decides  to  return  by  a  different  route  or  method,  or  ex- 
ceeds the  time  limit  on  his  round-trip  ticket,  what  is  he 
permitted  to  do?  The  railroad  company  allows  him  to  turn 
in  the  unused  part  of  the  ticket,  and  refunds  the  difference 
between  the  cost  of  the  round-trip  ticket  and  that  of  a 
regular  single  or  one-way  ticket. 

It  should  be  noted  that  railroad  companies,  as  a  gen- 
eral rule,  refund  in  full  for  one-way  tickets  that  are  not 
used.  Bus,  airplane,  and  steamship  companies  make  re- 
funds on  round-trip  and  one-way  tickets,  but  generally 
make  a  small  charge  in  each  case.  Why? 
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Paying  Railroad  Fare  to  the  Conductor.  We  have  been 
told  that  travelers  as  a  general  rule  buy  their  railroad 
tickets  at  the  ticket  window  of  the  railroad  station  or  at 
Consolidated  Ticket  offices.  Suppose  that  they  forget  to 
purchase  their  tickets  in  advance,  or  that  they  reach  the 
train  without  having  time  to  buy  a  ticket.  What  would 
they  do  in  that  case?  Why  may  there  be  an  extra  charge 
by  the  conductor  who  sells  them  a  ticket?  Why  will  he  be 
unable  to  sell  them  a  round-trip  ticket?  The  extra  charge 
made  by  conductors  frequently  is  refunded  at  designated 
railroad  offices. 

Information  Concerning  a  Trip  to  Foreign  Countries 

Problem  2.  The  buyer  of  John  Clark  &  Co.  (Problem  I, 
Lesson  3  of  this  unit),  on  his  trip  to  Paris  had  to  provide  himself,  in 
advance,  with  certain  papers  and  documents.  On  his  arrival  at 
Havre,  France,  and  on  his  return  he  had  to  submit  to  baggage 
inspection.  Let  us  consider  each  of  these. 

Obtaining  Passports  and  Visas.  The  buyer,  before  leav- 
ing, obtained : 

(1)  A  passport  which  identified  him  as  an  American 
citizen.   To  obtain  the  passport  the  buyer  was  required  to 
present  at  the  Customs  Office  his  birth  certificate,  the  signa- 
ture of  an  identifying  witness — an  American  citizen — two 
unmounted  photographs  of  himself,  the  completed  appli- 
cation blank,  and  an  application  fee  of  $10. 

(2)  A  visa  which  permitted  him  to  enter  France   (a 
foreign  country).    This  visa  was  obtained  at  the  French 
consulate  in  New  York  City.   Note  that  practically  all  for- 
eign countries  have  consulates  or  offices  at  which  visas  to 
these  countries  can  be  obtained. 

Inspection  of  Baggage  by  Customs  Officials;  Passenger's 
Declaration.  As  stated  in  the  problem,  the  buyer  of  John 
Clark  &  Co.,  on  his  arrival  at  Havre,  France,  the  port 
of  entry  for  the  steamer,  had  his  baggage  inspected  by 
customs'  officers.  Why  was  this  done?  The  baggage  was 
inspected  to  find  dutiable  articles.  Since  he  had  none  he 
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was  not  obliged  to  pay  any  duty.  On  his  return  to  New 
York  City,  just  prior  to  his  landing,  the  buyer  was  obliged 
to  make  out  a  statement  regarding  articles  bought  abroad. 
This  passenger's  declaration  showed  exactly  what  goods, 
articles,  etc.,  with  prices,  he  purchased  in  France  and 
brought  back  with  him  in  his  baggage.  His  declaration 
showed  that  he  bought  articles  amounting  to  $350.  Since 
all  returning  passengers  are  allowed  to  bring  in  $100  worth 
free  of  duty,  he  was  obliged  to  pay  duty  on  $250.  This  duty 
was  figured  on  the  kind  and  value  of  the  articles  included 
in  the  $250. 

Summary 

Travel  routine  involves  a  knowledge  by  the  traveler  of 
the  handling  of  baggage,  the  buying  of  travelers'  checks 
and  letters  of  credit,  making  hotel  reservations  and  "check- 
ing out,"  redeeming  of  tickets  not  used,  paying  railroad 
fare  to  the  conductor,  obtaining  passports  and  visas,  cus- 
toms' inspections  and  passenger's  declaration  regulations. 

Business  Vocabulary 

visas  liable  officers 

reservations  dutiable  passports 

historical  customs 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  Robert  Trask  has  arranged  for  a  trip  across  the  continent 
which  he  estimates  will  cost  him  $1500.  Of  this  amount  he  carries 
$200  in  money,  $500  in  a  letter  of  credit,  and  the  remainder  in 
travelers'  checks. 

(a)  What  is  the  total  of  the  travelers'  checks? 

(b)  At  75c  a  $100,  what  is  the  fee  for  the  travelers'  checks? 

(c)  If  he  uses  but  $475  of  the  letter  of  credit,  and  $720  of  the 
travelers'  checks,  and  has  $75  in  money  on  his  return,  how  much 
of  his  $1500  is  left?   How  much  was  spent? 

2.  (a)   Mrs.  Robert  Miller  purchased  a  round-trip  ticket  from 
San  Diego  to  St.  Louis  and  paid  $81.50.    She  was  unable  to  use 
the  return  ticket.   How  much  refund  did  she  receive,  if  the  one- 
way fare  is  $61.11? 
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(b)  The  round-trip  ticket  between  Denver  and  Los  Angeles  is 
$57.50,  and  the  one-way  fare  $41.07.   How  much  was  the  refund 
received  by  William  Stewart  when  he  turned  in  the  return  ticket  ? 
3.     What  is  the  total  railroad  cost  of  a  trip  from  San  Fran- 
cisco to  Niagara  Falls  and  return,  using  the  following  figures: 

1  Eound-trip   ticket    $109.00 

Pullman  sleepers    22.50 

Parlor   car    seats  3.50 


Total    $ 

GROUP  11 

1.  The  law  permits  public  transportation  companies  to  limit 
their  liability  on  baggage  to  $100  as  a  general  rule.   Why  is  this 
a  fair  regulation?   How  does  the  traveler  get  additional  protec- 
tion if  desired? 

2.  Travelers  returning  to  this  country  from  a  trip  to  foreign 
countries  are  permitted  to  bring  in  $100  worth  of  goods,  duty 
free.  Why  must  there  be  a  limit  placed  on  the  amount  of  duty- 
free  goods?    What  obligation  has  the  traveler  in  regard  to  his 
passenger's  declaration  ? 

3.  John  Ward  sent  a  telegram  to  the  Hotel  Albemarle  prior  to 
his  arrival  in  the  city  at  which  the  hotel  is  located.   He  received 
a  telegram  confirming  the  reservation.    What  responsibility  is 
placed  upon  the  hotel  and  upon  Mr.  Ward  ? 

4.  In  making  arrangements  for  a  thirty-day  trip  from  St. 
Louis  to  San  Diego  for  himself,  his  wife,  and  his  nine-year  old 
boy,  Walter  Dayton  gathers  the  following  information: 

2  Round-trip  tickets   $162.00 

1  Round-trip  ticket   (half-fare)    40.75 

Pullman  Sleepers   45.00 

Parlor  car  seats 7.75 

Meals  on  board  train 25.00 

Hotel  charges  in  San  Diego 90.00 

Meals  in  San  Diego   150.00 

Sight-seeing  expenses   75.00 

Miscellaneous  expenses   30.00 


Total    I 

(a)  What  is  the  total  cost  of  the  proposed  trip? 

(b)  What  is  the  average  cost  per  day? 


UNIT  XX 
BUSINESS  ORGANIZATION 

LESSON  1 

TYPES  OF  BUSINESS  ACTIVITIES— TRADING, 
MANUFACTURING,  NON-TRADING 

To  understand  the  organization  of  business  a  study  of  its 
application  to  business  concerns  is  helpful.  To  carry  on 
this  study  we  shall  classify  business  concerns  on  each  of 
the  following  bases:  business  activities,  method  of  organi- 
zation, ownership,  and  internal  organization.  As  we  pro- 
ceed with  this  classification,  we  shall  find  that  there  are  a 
number  of  types  under  each  class  and  learn  how  these 
types  differ  from  one  another. 

Problem  1.  Each  student  of  a  business  training  class  in  the 
Commerce  High  School  brought  into  class  as  requested  by  the 
teacher,  a  brief  statement  of  the  business  activity  engaged  in  by  his 
parent  or  guardian,  either  as  owner  or  as  worker.  These  statements 
were  compiled  into  the  list  which  follows: 

1.  Real-estate  agency  9.   Shoe-manufacturing    concern 

2.  Butcher  shop  10.   Lawyer 

3.  Candy  store  II.  Wholesale   drug   concern 

4.  Carpenter  12.   Fruit  and  vegetable  farm 

5.  Teacher  13.  Telephone  company 

6.  Public  library  14.  Wholesale  shoe  firm 

7.  Cotton  mill  15.  Cement  works 

8.  Trolley  company 

Two  questions  were  raised:  (I)  Into  what  classes  can  these  business 
organizations  be  grouped  on  the  basis  of  their  activities?  (2)  How  do 
these  classes  differ? 

Examining  the  list,  the  class  notices  that  the  organiza- 
tions divide  themselves  into  two  groups — 

1.  The  Merchandising  Group:  (concerns  selling  mer- 
chandise) butcher  shop,  candy  store,  cotton  mill,  shoe-man- 
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ufacturing  concern,  wholesale  drug  concern,  fruit  and 
vegetable  farm,  wholesale  shoe  firm,  cement  works. 

2.  The  Service  Group:  (concerns  selling  service)  real- 
estate  agency,  carpenter,  teacher,  public  library,  trolley 
company,  lawyer,  telephone  company. 

The  class  also  notes  that  the  merchandising  group  may 
be  divided  into  two  groups :  those  concerns  that  buy  goods 
which  they  sell  without  making  any  changes  in  the  goods, 
and  those  that  make  the  goods  they  sell.  The  first  are  called 
trading,  and  the  second  manufacturing  or  producing  con- 
cerns. 

The  class  concludes  that  business  organizations,  from 
the  standpoint  of  activities,  are  classified  into  1.  trading, 
2.  manufacturing,  3.  non-trading  (service). 

The  class  considers  each  group  in  turn,  to  learn  how  it 
differs  from  the  other  two.  For  this  purpose  the  list  is  con- 
sulted again. 

Trading  Concerns 

They  now  observe  that  the  butcher  shop,  the  candy  store, 
the  wholesale  drug  concern,  and  the  wholesale  shoe  firm 
buy  meat,  candy,  drugs,  and  shoes  from  other  concerns  and 
sell  these  commodities  without  making  any  changes  in  them. 
These  concerns  are  engaged  in  buying  and  selling  mer- 
chandise, and  take  no  part  in  its  manufacture.  What  they 
sell  is  a  definite  product  in  its  finished  state. 

Why  may  we  include  in  this  group  of  trading  concerns 
some  other  concerns  in  the  community  that  are  not  on  the 
list,  such  as  the  grocery  store,  the  wholesale  dry  goods  es- 
tablishment, the  drug  jobbing  house,  the  drug  store,  the 
wholesale  furniture  concern,  and  the  millinery  shop  ?  Which 
of  these  are  retailers?  Which  are  jobbers?  Which  are 
wholesalers  ? 

Manufacturing  and  Producing  Concerns 

The  class  points  out  that  the  cotton  mill,  the  shoe  manu- 
facturing concern,  the  fruit  and  vegetable  farm,  and  the 
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cement  works  (on  the  list)  are  engaged  in  producing  or 
manufacturing  the  finished  product  through  the  various 
stages  from  the  raw  material  to  the  completed  article.  It 
is  clear  then  that  the  manufacturer  or  producer  must  first 
manufacture  or  produce  the  article  and  then  sell  it,  while 
the  trader  has  the  simpler  problem  of  just  selling  what  he 
buys. 

Non-Trading  Concerns 

The  real-estate  agency,  the  carpenter,  and  the  lawyer, 
on  the  list,  do  not  sell  merchandise.  They  render  such 
service  as  renting  or  selling  houses,  making  repairs,  giving 
legal  advice,  in  return  for  which  they  receive  compensation. 
Their  "stock-in-trade"  is  service.  What  services  are  given 
by  the  teacher,  the  trolley  company,  and  the  telephone 
company? 

As  the  class  examines  the  services  sold  by  these  non- 
trading  concerns,  they  see  that  the  concerns  can  be  divided 
into  separate  and  distinct  classes,  as  follows : 

• 

Public  Utility  Companies.  The  telephone  company,  for 
example,  sells  communication  service  to  the  public,  which 
is  of  value  to  all  the  members  of  the  community.  In  a  like 
manner  electric  and  gas  companies  serve  the  general  pub- 
lic. The  operations  of  these  companies  are  often  regulated 
as  to  rates  by  state  public  service  commissions.  The  tele- 
phone, the  electric,  and  the  gas  companies  are  known  as 
public  utility  companies.  If  the  people  of  a  town  buy  their 
water  from  a  private  company,  why  would  that  company 
be  included  in  the  class  of  public  utility  companies? 

Common  Carriers.  The  trolley  company  mentioned  on 
the  list,  takes  from  place  to  place  all  those  in  the  com- 
munity who  wish  to  use  its  service.  These  passengers  pay 
fare  for  the  service.  The  trolley  company,  as  well  as  the 
railroad,  the  bus  company,  and  other  transportation  com- 
panies are  called  common  carriers.  When  they  transport 
passengers,  they  are  called  common  carriers  of  passengers; 
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when  they  transport  goods,  common  carriers  of  goods. 
Name  other  common  carriers  of  passengers.  In  which  class 
would  you  group  the  express  company?  Why  does  the  air- 
plane company  belong  to  both  classes  of  common  carriers? 

Professional  Businesses.  The  teacher  and  the  lawyer  do 
not  render  service  to  every  member  of  the  community  as 
does  the  telephone,  the  trolley,  or  the  express  company. 
Their  service  is  given  to  certain  individuals  in  the  form 
of  professional  instruction  or  advice.  They  receive  salaries 
or  fees  for  giving  their  knowledge  and  skill  in  certain  edu- 
cational and  legal  matters.  These  professional  instructors 
and  advisers  have  been  trained  along  definite  service  lines, 
and  earn  their  living  by  compensation  for  their  profes- 
sional service.  In  this  class  are  also  included  doctors, 
dentists,  accountants,  architects,  engineers.  What  profes- 
sional service  does  each  give? 

Agency  (Commission  and  Brokerage).  The  real  estate 
agency  on  our  list  acts  in  the  capacity  of  an  agent  for  prop- 
erty owners,  and  is  hired  to  give  service  in  renting  or 
selling  property.  In  this  case,  one  non-trading  concern, 
the  agency,  is  rendering  service  to  another  non-trading 
concern,  the  owner  of  property,  for  which  it  receives  a  fee 
or  commission.  Another  example  of  an  agency  is  the  com- 
mission house  or  agency  which  sells  merchandise  on  com- 
mission for  a  concern  that  owns  it.  Some  manufacturing 
concerns  do  not  sell  directly  to  the  trading  concern,  but 
employ  the  services  of  a  commission  house  to  do  their  sell- 
ing, in  return  for  which  they  pay  a  commission  on  the 
amount  of  sales  made.  The  owner  of  the  goods  that  ar£ 
sold  is  called  the  principal,  while  the  commission  merchant 
is  the  agent.  When  you  buy  stocks  or  bonds  through  a 
security  broker,  who  is  the  principal  and  who  is  the 
agent?  The  security  broker's  fee  is  in  the  form  of  a 
commission  based  on  the  price  of  the  stocks  or  bonds 
bought  or  sold,  and  is  called  brokerage.  Salesmen  and  can- 
vassers are  often  paid  on  a  commission  basis. 
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Types  of  Business  Activities 


Photos  by  Ewing   Galloway 
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Miscellaneous  Non-trading  Concerns:  Banking,  Insurance, 
Recreation,  Education,  Etc.  Your  father  has  a  check- 

ing account  in  a  commercial  bank.  He  is  making  use  of  the 
services  of  a  non-trading  organization.  What  are  these 
services?  In  what  other  banking  establishment  might  he 
place  his  money?  Why  are  loan  companies  non-trading 
organizations  just  as  banks  are? 

At  home,  the  furniture  and  valuables  are  protected 
against  losses  through  fire,  burglary,  and  other  causes. 
An  owner  of  a  house  protects  himself  against  financial  loss 
through  accidents  to  his  help,  tenants,  and  visitors.  The 
companies  that  sell  this  protection,  called  insurance  com- 
panies, are  also  known  as  non-trading  organizations.  What 
is  the  payment  made  for  these  services  called?  Name  the 
various  kinds  of  insurance  service  that  is  sold  by  insurance 
companies. 

For  recreation  you  and  your  friends  go  to  moving  picture 
houses,  theatres,  and  concert  and  lecture  halls  where  you 
pay  a  charge  for  admission.  You  receive  service  in  each 
case,  and  you  are  dealing  with  non-trading  business  organ- 
izations. The  services  at  hospitals,  free  or  paid;  at  free 
public  libraries;  at  free  or  pay  museums  make  each  of 
these  agencies  public  non-trading  organizations. 

As  a  summary  of  the  discussion  just  ended  we  may  say 
that  the  various  types  of  non-trading  concerns  are  as  fol- 
lows: 1.  public  utility,  2.  common  carriers,  3.  professional, 
4.  agency  (including  commission  and  brokerage),  5.  bank- 
ing, 6.  insurance,  7.  recreation,  8.  education. 

The  pictures  on  page  749  illustrate  a  few  types  of  busi- 
ness activities  familiar  to  most  people. 
Summary 

From  the  standpoint  of  business  activities,  business 
organizations  are  divided  into:  trading,  manufacturing, 
and  non-trading.  The  first  buys  the  merchandise  which  it 
sells  to  the  customer ;  the  second  produces  or  manufactures 
the  goods  which  it  sells;  the  third  does  not  deal  in  any 
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goods  or  merchandise,  but  sells  service.    There  are  many 
types  of  non-trading  concerns. 

Business  Vocabulary 

accounting  non-trading  brokerage 

producing  public  utility  commission 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  The  names  of  200  telephone  subscribers  on  a  certain  page 
of  a  telephone  directory  belong  to  business  organizations  as  fol- 
lows :  80  are  traders,  20,  manufacturers,  and  100,  non-traders. 

(a)  What  per  cent  belong  to  each  class  of  business  organiza- 
tion? 

(b)  How  does  the  number  of  non-traders  compare  with  that  of 
traders?   Of  manufacturers? 

2.  There  are    40    non-trading    concerns  in    a    certain   town, 
divided  as  follows:  public  utility,  4;  common  carriers,  2;  pro- 
fessional, 12;  agency,  commission,  and  brokerage,  5;  banking,  3; 
insurance,  4;  recreation  and  education,  10. 

(a)  What  per  cent  is  found  in  each  type  of  non-trading  or- 
ganization? 

(b)  The  recreation  and  education  group  equals  the  total  of 
what  three  other  non-trading  groups? 

GROUP  II 

1.  In  the  following  instances  with  which  type   of  business 
organization,  the  trader,  the  manufacturer,  or  the  non-trader, 
would  each  of  the  parties  deal? 

(a)  The  grocer  buys  his  daily  supply  of  bread. 

(b)  Walter  Smith  purchases  a  new  suit. 

(c)  The  tailor  buys  a  remnant  of  goods  to  make  a  suit. 

(d)  The  builder  pays  for  a  set  of  building  plans. 

2.  Under  which  group  of  non-trading  concern  does  the  com- 
pany or  party  belong  from  whom  each  of  the  services  below  is 
obtained  ? 

Group  of  Non-Trading 
Services  Obtained  Concern 

(a)  You  buy  a  concert  ticket.  (a)  ? 

(b)  You  take  a  bus  ride.  (b)  ? 

(c)  You  pay  the  gas  bill.  (c)  ? 

(d)  Your  mother  calls  the  doctor.  (d)  ? 
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Group  of  Non-Trading 

Services  Obtained  Concern 

(e)  You  get  a  tourist  policy.  (e)                ? 

(f)  Your  father  sells  his  house.  (f)                ? 

(g)  You  open  a  savings  account.  (g)                ? 
(h)   Your  father  buys  a  City  Bond.  (h)                ? 
(i)   You  borrow  a  library  book.  (i)                ? 
(j)   You  express  a  package.  (j)                ? 

3.  In  a  certain  town  there  are  250  business  organizations 
listed  on  the  tax  rolls;  60%  are  non-trading,  30%  trading,  and 
10%  manufacturing  organizations.  Of  the  trading  group  60  are 
retailers,  12  wholesalers,  and  3  jobbers.  Among  the  non-trading 
are  30  public  utility  and  common  carrier  companies;  and  120 
professional,  financial,  recreation,  and  public  service  concerns. 

(a)  How  many  belong  to  each  of  the  three  groups:  trading, 
manufacturing,  non-trading? 

(b)  What  per  cent  of  the  trading  group  are  retailers,  whole- 
salers, and  jobbers  respectively? 

(c)  What  per  cent  of  the  total  non-trading  organizations  be- 
longs to  each  of  the  two  groups  mentioned? 


LESSON  2 

BUSINESS  ORGANIZATION  FROM  STANDPOINT  OF 
METHOD  OF  OPERATION  AND  MANAGEMENT 

Business  concerns  were  classed  in  the  previous  lesson 
according  to  their  activities  into  trading,  manufacturing, 
and  non-trading.  In  this  lesson  we  are  concerned  with  the 
classification  of  these  from  the  standpoint  of  the  methods 
used  in  their  organization  for  purposes  of  management  and 
operation. 

The  Department  Store 

Problem  1.  Mrs.  Warren,  during  the  course  of  the  week,  made 
a  list  of  articles  that  it  was  necessary  for  her  to  buy.  She  was  not 
able  to  shop  for  these  articles  until  Saturday.  To  save  time  and 
energy  she  decided  to  make  all  her  purchases  in  one  store.  Here 
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is  the  list:  a  pair  of  shoes  for  herself,  a  dozen  face  towels,  a  new 
ironing  board,  tooth  powder  and  tooth  brushes,  material  for  a  new 
dress  for  her  daughter.  In  what  type  of  store  might  she  be  able 
to  buy  all  of  these  articles? 

Mrs.  Warren  was  able 
to  buy  all  these  articles 
in  a  department  store. 
(See  this  page.)  Note 
that  the  department 
store  at  which  Mrs. 
Warren  made  all  her 
purchases  was  a  large 
retail  trading  concern 
made  up  of  a  number  of 
smaller  selling  units  all 
operated  under  one  roof 
and  one  management. 
Each  of  the  selling  or- 
ganizations or  depart- 
ments constituted  a 
part  of  the  one  organi- 
by  Ewing  Gaii<™ay  zation,  the  department 
Department  Store  store. 

The  Branch  Store 

Problem  2.  John  Cooper  ran  a  successful  grocery  store  in  one 
section  of  a  large  town.  His  business  increased  and  his  reputation 
spread  so  that  he  decided  to  open  a  second  store  in  another  section. 
This  store  proved  to  be  a  success  too.  Therefore,  he  opened  a  third 
store  in  still  another  section.  From  the  point  of  view  of  management, 
what  are  the  two  new  stores  called? 

Out  of  Mr.  Cooper's  store  in  one  section  of  the  town  grew 
two  branch  organizations,  all  operated  under  one  manage- 
ment and  control.  Mr.  Cooper  spent  most  of  his  time  run- 
ning the  original  or  the  main  store,  and  employed  store 
managers  to  take  charge  of  each  of  the  branch  stores.  Thus 
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you  see  that  a  trading  organization  may  operate  as  a  main 
store  with  branches. 
The  Chain  Store 

Problem  3.  The  Universal  Grocery  Stores  has  a  large  number 
of  stores  throughout  the  city,  like  the  one  shown  below.  Each 
has  a  manager  responsible  to  a  central  board  of  officers,  located  at 
the  central  office  of  the  concern.  Each  store  operates  independently 
of  every  other,  but  the  operations  of  all  are  controlled  by  the  central 
managers  or  board.  The  stores  are  linked  together  under  one  man- 
agement. What  type  of  trading  concern  is  the  Universal  Grocery 
Stores? 


to  by  Ewing  Galloway 

Chain  Store 

The  Universal  Grocery  Stores  operates  chain  stores.  The 
buying  for  all  the  stores  is  done  at  the  central  office,  which 
attends  to  the  filling  of  stock  of  each  individual  store.  The 
central  office  also  regulates  the  selling  prices  at  each  chain 
store.  Mention  other  businesses  in  your  community  that 
are  organized  as  chain  stores. 
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The  General  Store 

Problem  4.  Mr.  Palmer  and  his  family  lived  in  a  small  town  that 
had  but  one  general  store.  Most  of  the  needs  of  Mr.  Palmer's  family 
were  supplied  by  this  one  store.  How  did  this  store  operate? 


Photo  by  Ewing  Galloway 

General   Store 

This  type  of  trading  organization — the  general  store — 
operates  much  like  a  department  store  except  that  it  is  not 
divided  into  separate  selling  departments  with  their  own 
sales  clerks  and  managers.  The  general  store  of  a  small 
community  serves  the  same  way  as  independent  grocery, 
butcher,  vegetable,  dairy,  hardware,  shoe,  tailor,  and  other 
stores  of  large  communities  do.  (See  picture  above.) 

The  Mail  Order  House 

Problem  5.  Consumers  in  small  towns  find  at  times  that  the 
general  store  Is  unable  to  supply  all  their  needs.  They  do  not  always 
find  It  convenient  to  shop  in  the  larger  towns.  What  type  of  trading 
concern  will  take  care  of  their  needs  in  that  case? 
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Mail  order  houses  are  trading  organizations  that  sell 
merchandise  through  the  mail.  These  concerns  send  printed 
catalogues  to  customers  who  order  the  articles  they  need 
by  mail  from  the  descriptions  and  prices  in  the  catalogues. 


Courtesy:  Sears  Roebuck  Co. 

Mail  Order  House — Shipping  Department 

The  customer  does  not  shop  at  all ;  he  merely  orders  by  mail 
generally  by  means  of  an  order  blank,  and  the  goods  are 
shipped  to  him.  (See  picture  on  this  page.)  Why  are  the 
goods  generally  shipped  C.  0.  D.? 

Summary 

Business  organizations,  from  the  standpoint  of  method 
of  operation  and  management,  include  department  stores, 
main  and  branch  stores,  chain  stores,  general  stores,  and 
mail  order  houses. 


Business  Vocabulary 

management 


successful 


constituted 
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ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.  The  Unity  Department  Store  has  twenty-five  departments 
with  an  average  of  twelve  employees  to  a  department.    Of  these 
employees  two  hundred  are  sales  clerks. 

(a)  How  many  employees  are  in  the  entire  department  store? 

(b)  What  per  cent  are  sales  clerks? 

2.  The  John  W.  Crosby  Mail  Order  House  has  2500  customers. 
They  receive  on  the  average  three  orders  a  month  from  their 
customers,  with  an  average  of  $6  per  order. 

(a)  How  many  orders  are  received  each  month? 

(b)  What  is  the  money  value  of  all  the  orders  for  the  month? 

3.  The  Stewart  Shoe  Co.  has  a  main  store  and  two  branches. 
Its  sales  for  March  are  as  follows:  main  store,  $9000;  branch 
No.  1,  $3600;  branch  No.  2,  $5400. 

(a)  What  are  the  total  sales  for  March? 

(b)  How  are  the  total  sales  divided  into  per  cents  for  each 
store  ? 

(c)  How  many  times  the  sales  of  branch  No.  1  are  those  of 
the  main  store? 

GROUP  II 

1.  In  chain  stores,  and  in  main  stores  with  branches,  why 
would  you  expect  to  find  the  same  kind  of  merchandise  at  fairly 
uniform  prices,  and  service  at  about  the  same  level,  in  each  store? 
What  advantages  has  the  management  of  such  stores  over  unit 
stores?   What  disadvantages  are  there? 

2.  A   general   store   in   a   small   community  carries   a   large 
variety  of  stock.    Why  must  the  customer  not  expect  the  great 
selection  of  merchandise  in  a  particular  line  that  a  specialty  shop 
in  a  city  would  carry? 

3.  Department  stores  are  inclined  to  be  too  liberal   in  the 
matter  of  returns  and  deliveries.   How  does  this  policy  affect  the 
price  of  goods  ?  In  what  ways  might  customers  cooperate  to  keep 
prices  down? 

4.  The  R.  A.  Mason  Department  Store,  during  a  year,  made 
240,000  individual  sales  at  an  average  of  $1.25  per  sale.    The 
next  year  the  average  per  sale  increased  to  $1.33  y3,  the  number 
of  individual  sales  remaining  practically  the  same.    The  third 
year  the  number  of  individual  sales  decreased  by  16%%,  while 
the  average  sale  rose  to  $1.40. 

(a)   What  were  the  total  sales  each  year? 
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(b)  By  what  per  cent  did  the  second  year's  sales   increase 
over  the  first? 

(c)  How  is  this  increase  in  (b)  explained? 

(d)  The  third  year's  sales  are  what  per  cent  of  the   first 
year's? 


LESSON  3 

FORMS  OF  OWNERSHIP— SINGLE  PROPRIETORSHIP, 
PARTNERSHIP,  CORPORATION 

In  the  first  two  lessons  of  this  unit,  we  considered  busi- 
ness organization  from  the  standpoint  of  activities,  opera- 
tion, and  management.  This  lesson  will  take  up  another 
phase  of  business  organization,  that  of  ownership.  We  shall 
determine  the  types  of  business  ownership  and  compare 
them. 
A  Business  Organization  under  a  Sole  Proprietorship 

Problem  1.  Arthur  Welsh,  dealer  in  dry  goods,  operates  a  small 
retail  store.  He  attends  to  the  management  of  the  store  himself  and 
spends  the  greater  part  of  the  day  in  it.  He  has  a  sales  clerk  to 
assist  him.  All  of  the  profits  of  the  business  go  to  Mr.  Welsh,  who 
assumes  all  the  responsibilities,  risks,  and  debts  of  the  business. 
Under  what  kind  of  business  ownership  is  this  store  conducted? 

This  retail  dry  goods  store  has  but  one  proprietor  and 
is  therefore  called  a  sole  proprietorship  as  far  as  owner- 
ship is  concerned.  (See  illustration  on  next  page.)  Why  is 
Mr.  Welsh  not  obliged  to  share  his  profits  with  anyone  else? 
What  burden  must  he  take  upon  himself  if  there  is  a  loss 
at  the  end  of  one  or  more  years?  What  responsibility  has 
he  for  all  of  the  debts  of  the  business  ?  What  is  it  possible 
for  him  to  do  in  regard  to  the  burden  of  management  only, 
while  he  remains  the  sole  proprietor? 

A  Business  Organization  as  a  Partnership 

Problem  2.  The  business  of  Mr.  Welsh  grows,  and  he  desires 
to  expand  it  by  renting  space  next  door  to  his  store.  This  added 
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space  will  increase  his  store  to  twice  its  present  size.  He  naturally 
needs  more  capital,  more  than  he  can  obtain  through  his  business  and 
more  than  he  can  secure  by  loan  from  the  bank  or  elsewhere.  He 
invites  Thomas  Taylor  to  enter  the  business  as  an  equal  partner  upon 
the  latter's  investment  of  capital  equal  to  his.  How  many  owners 
has  the  new  business?  How  is  it  organized? 




Photo  by  Ewing   Galloway 

Forms  of  Ownership — Sole  Proprietorship,  Partnership,  Corporation 

The  business  of  Welsh  and  Taylor — the  name  of  the  new 
organization — has  two  owners  and  is  called  a  partnership. 
A  copartnership  agreement,  drawn  up  by  an  attorney,  is 
signed  by  both.  According  to  this  agreement  profits  or 
losses  are  to  be  shared  equally  by  the  two  partners.  Both 
partners  share  in  the  management  of  the  new  business.  (See 
picture  above.)  Note  that  in  a  partnership  each  part- 
ner is  responsible  for  all  the  debts  of  the  partnership,  so 
that  Mr.  Welsh  has  not  relieved  himself  of  this  burden. 
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The  burden  of  management  is  divided,  however,  each  part- 
ner assuming  his  share. 

What  responsibility  is  placed  on  each  partner  in  the 
matters  of  buying,  of  selling,  and  of  general  management? 
What  part  of  the  profits  has  Mr.  Welsh  given  up  in  forming 
the  partnership?  Why  can  we  suppose  that  the  total  profit 
will  increase  considerably,  and  make  up  for  the  sharing 
of  the  profit?  Under  what  conditions  might  the  partners 
have  decided  to  divide  the  profits  unequally?  Why  may  a 
partnership  have  more  than  two  owners?  Name  a  partner- 
ship in  your  city  or  town  that  has  three  or  more  partners. 

A  Business  Organization  as  a  Corporation 

Problem  3.  The  retail  dry  goods  business  of  Welsh  and  Taylor 
continues  to  grow.  They  establish  a  branch  store  which  yields  a  satis- 
factory return  on  the  capital  invested  in  it.  Both  partners  feel  that 
they  are  able  to  operate  successfully  a  number  of  branch  stores.  But 
a  larger  amount  of  capital  is  required  than  the  partners  themselves 
are  able  to  supply.  They  decide  to  invite  four  of  their  friends  to 
invest  some  capital  and  to  form  one  large  organization  through  which 
the  main  store  and  two  or  more  branches  can  be  operated.  What 
form  of  organization  is  started? 

The  new  business  organization  that  is  formed  is  called 
a  corporation.  (See  illustration  on  page  759.)  A  lawyer 
draws  up  articles  of  incorporation  which  are  submitted  to 
the  proper  state  authority  (usually  the  Secretary  of  State), 
and  Welsh,  Taylor  &  Co.,  Inc.  (the  name  of  the  corpora- 
tion) receives  a  charter  to  do  business  as  a  corporation. 
Each  of  the  six  owners  receives  a  stock  certificate  showing 
the  number  of  shares  of  stock  he  owns  in  the  corporation. 
The  owners  are  now  called  stockholders  and  share  in  the 
profits  in  the  form  of  dividends. 

Note  the  following  points  about  the  corporation  so 
formed :  1.  the  stockholders  will  not  be  responsible  for  the 
debts  of  the  corporation  beyond  their  investment  or  hold- 
ings of  stock,  2.  the  corporation  will  not  be  dissolved  like  a 
partnership  at  the  death  of  one  of  the  owners  (stockhold- 
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ers),  3.  the  management  of  the  corporation  need  not  be  by 
the  stockholders  themselves.  As  far  as  management  is  con- 
cerned, the  stockholders  elect  a  Board  of  Directors  that 
designates  the  officers  and  other  persons  to  run  the  busi- 
ness. The  Board  of  Directors  also  declares  the  dividends, 
when  profits  are  made.  What  may  a  majority  of  the  stock- 
holders (counting  by  shares  owned)  do  if  they  are  not 
satisfied  with  the  officers  and  management  of  the  corpora- 
tion or  with  the  actions  of  the  Board  of  Directors  ? 
Summary 

Business  organizations  from  point  of  view  of  ownership 
are  divided  into  sole  proprietorships,  partnerships,  and 
corporations.  In  sole  proprietorships,  the  one  owner  re- 
ceives all  the  profits  and  bears  all  the  losses,  assumes  full 
responsibility  for  all  the  debts,  and  has  full  control  of  the 
business.  In  a  partnership  profits  are  divided  between  or 
among  the  partners  according  to  the  terms  of  the  copart- 
nership agreement,  each  partner  is  fully  responsible  for  all 
the  partnership  debts,  each  partner  has  full  control,  al- 
though the  duties  of  management  are  for  the  most  part 
divided.  In  a  corporation,  stockholders  are  the  owners  and 
receive  shares  of  stock  in  the  form  of  a  stock  certificate  as 
evidence  of  ownership.  The  stockholders  do  not  necessarily 
manage  or  operate  the  business.  Profits  are  distributed  as 
dividends  declared  on  the  shares  of  stock  issued.  The  re- 
sponsibility of  stockholders  for  debts  is  limited  to  the 
amount  of  their  investments.  The  death  of  one  stockholder 
does  not  dissolve  the  corporation,  whereas  in  a  partnership 
the  death  of  a  partner  dissolves  the  business. 

Business  Vocabulary 

dissolved  copartnership  agreement  majority 

stockholders  articles  of  incorporation  agreement 

ADDITIONAL  PROBLEMS  AND  SITUATIONS 

GROUP  I 

1.     The  partnership  of  Welsh  and  Taylor   (problem  No.  2  of 
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the  lesson)  makes  a  net  profit  of  $6500  during  the  first  year, 
and  $9850  during  the  second.  The  profits  are  divided  equally. 
How  much  profit  does  each  partner  receive  for  each  of  the  two 
years  ? 

2.  The  copartnership  agreement  of  Davey  and  Stuart,  en- 
gaged in  selling  shoes  at  wholesale,  provides  for  the  division 
of  profits  as  follows:  William  Davey,  2/5;  George  Stuart,  3/5. 
Their  profit  for  the  year  193-  is  $15,000.  How  much  is  each 
partner's  share?   How  do  you  check  your  answers? 

3.  John  Caxton  and  Robert  Thorpe,  partners  in  the  firm  of 
Caxton  &  Thorpe,  have  decided  by  written  agreement  to  divide 
profits  or  losses  as  follows:   John  Caxton  75%,  Robert  Thorpe 
25%.   How  is  the  year's  profit  of  $12,800  distributed? 

4.  The  R.  W.  Saxe  Co.,  Inc.,  declares  a  dividend  of  5%    ($5 
per  share).  How  much  is  R.  W.  Saxe's  dividend  on  his  350  shares? 

GROUP  II 

1.  John  Palmer  is  the  sole  owner  of  a  general  store.  His  busi- 
ness  is   very   successful   and   has   expanded    considerably.     Mr. 
Palmer  finds  it  increasingly  difficult  to  attend  to  the  many  mat- 
ters of  management,  buying,  and  selling.   Why  might  he  consider 
it  more  advisable  to  get  a  partner  than  to  hire  an  additional 
manager  ? 

2.  The  law  provides  that  profits  in  a  partnership  be  divided 
equally  in  the  absence  of  any  copartnership  agreement.  Why  is 
this  rule  the  most  reasonable  for  all  such  partnerships? 

3.  The  S.  M.  Crowe  Co.,  Inc.,  has  issued  2000  shares  of  stock. 
S.  M.  Crowe  owns  1100;  Charles  Crowe,  300;  Walter  Crowe,  400; 
and  John  Ketchel,  200  shares.  Who  owns  the  major  portion  of 
the  shares?    What  control  has  S.  M.  Crowe  over  the  affairs  of 
the  corporation? 

4.  Robert  Wheeler  invested  $8000  in  a  retail  clothing  store. 
His  net  profit  for  the  year  193-  was  $3000,  and  for  the  following 
year,  $3200.    (The  investment  did  not  change.)   What  was  the 
per  cent  return  on  his  investment  for  each  year? 

5.  In  the  partnership  of  Drake  &  Burns  profits  are  divided 
as  follows:  Henry  Drake,  60%;  David  Burns,  40%.    What  was 
each  partner's  profit  for  the  year  193-,  if  the  net  profit  was 
$12,350? 

6.  A  dividend  of  6%  for  the  year  193-  was  declared  by  the 
S.  M.  Crowe  Co.,  Inc.,  corporation    (problem  3  of  this  group). 
What  was  each  stockholder's  dividend  for  the  year? 

(Note:  The  par  value  of  each  share  of  stock  is  $100,  so  that 
each  stockholder  receives  a  dividend  of  $6  a  share.) 
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LESSON  4 
INTERNAL  ORGANIZATION  OF  A  BUSINESS 

Every  business,  large  or  small,  carries  on  many  varied 
activities.  In  the  summary  of  Lesson  2,  Unit  2,  these  activ- 
ities were  classified  into  nine  groups  (see  diagram  on  page 
31)  and  in  Units  3  through  13  of  Part  I  these  were  studied 
in  detail.  Do  not  get  the  notion  that  these  activities  are 
clearly  separated  or  divided  in  all  concerns.  In  smaller 
businesses,  you  may  find  a  number  of  these  activities 
merged,  resulting  in  fewer  groupings.  In  much  larger 
establishments,  on  the  other  hand,  the  nine  groups  of  activ- 
ities may  be  subdivided.  No  matter  how  many  groups  of 
activities  are  formed,  the  internal  organization  of  the 
business  must  be  such  as  to  cause  all  the  activities  to  func- 
tion smoothly  and  efficiently.  To  secure  an  effective  internal 
organization,  attention  must  be  directed  to  the  location, 
arrangement,  relative  position,  and  equipment  of  the  vari- 
ous offices  and  rooms  of  a  business  establishment.  In  this 
lesson  we  shall  take  up  each  of  these  points  by  means  of  a 
tour  of  the  establishment  of  a  wholesale  trader,  and  ob- 
serve all  of  these  matters  for  ourselves.  The  following 
situation  is  presented  for  this  purpose: 

Tour  of  the  Establishment  of  the  Richard  Howe  Wholesale 
Hat  Co. 

The  Situation.  The  Richard  Howe  Wholesale  Hat  Co.  is 
located  at  625  Broadway,  City,  in  the  wholesale  hat  district. 
Its  place  of  business  occupies  the  entire  ninth  floor  of  a  so- 
called  "loft"  building.  At  the  front  of  the  loft  are  passenger 
elevators  to  be  used  by  the  callers  and  employees  of  the 
firm ;  at  the  rear  are  freight  elevators  for  the  receiving  and 
shipping  of  incoming  and  outgoing  merchandise. 

On  April  7,  193-,  Mack  Dorn,  the  buyer  in  charge  of 
the  ladies'  hat  department  of  the  National  Department 
Store,  City,  visits  the  establishment  of  the  Richard  Howe 
Wholesale  Hat  Co.,  to  place  a  large  order. 
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Mr.  Dorn  has  dealt  with  the  concern  for  a  long  time,  but 
this  is  his  first  personal  call.  He  is  keenly  interested  in  the 
facilities  of  the  concern,  and  after  placing  his  order  asks 
the  salesman  to  show  him  around.  Let  us  accompany  Mr. 
Dorn  on  his  tour  of  inspection  and  observe  what  he  sees. 

The  Anteroom.  Mr.  Dorn  and  the  salesman  step  into  the 
anteroom  of  the  establishment,  which  is  the  first  room  that 
one  enters  on  coming  out  of  the  passenger  elevator.  In  this 
room  are  the  information  desk  and  a  switchboard  with  a 
clerk  in  charge.  Over  the  door  leading  to  the  interior  of 
the  establishment  is  a  sign,  "Do  not  enter  without  permis- 
sion." What  is  the  purpose  of  this  notice? 

The  Showroom.  Now  the  salesman  conducts  Mr.  Dorn 
into  the  showroom  where  orders  are  taken.  This  room  has 
large  windows  facing  the  street.  In  a  number  of  cabinets 
hats  of  all  kinds  and  styles  are  displayed.  On  a  table  is 
seen  a  telephone  instrument,  evidently  connected  with  the 
switchboard  in  the  anteroom.  Why  has  the  showroom  large 
windows  facing  the  street?  What  is  the  purpose  of  the  dis- 
play of  hats?  What  need  is  there  for  a  telephone  connec- 
tion? 

The  Stockroom.  Through  a  second  door  of  the  show- 
room, he  is  led  into  the  stockroom,  where  all  orders  of 
customers  are  filled.  This  room  is  very  large  and  occupies 
about  a  third  of  the  loft  space.  All  of  the  walls  are  lined 
with  shelves.  At  the  bottom  of  long  tables,  which  are 
arranged  in  two  parallel  rows  with  aisles  between  and 
around  them,  are  additional  shelves.  On  the  shelves  and 
on  the  tops  of  most  of  the  tables  are  the  boxes  of  merchan- 
dise so  labeled  that  the  contents  can  be  identified  easily. 

Shipping  and  Receiving  Room.  From  the  stockroom  they 
go  into  a  combined  shipping  and  receiving  room.  This 
room  is  in  the  rear  of  the  loft,  with  windows  opening  to  the 
rear  and  side.  Why  is  plenty  of  light  required  in  this  part 
of  the  establishment?  Around  this  room  Mr.  Dorn  notices 
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a  variety  of  equipment  and  supplies:  shipping  and  receiv- 
ing tables  and  platforms ;  a  large  scale ;  hand  trucks ;  empty 
wooden  cases ;  compartments  containing  case-openers,  ham- 
mers, nails,  wire  stripping,  marking  brushes,  and  marking 
fluid;  a  telephone  connection  with  the  switchboard;  and 
racks  with  all  sorts  of  printed  forms  used  for  shipping  and 
receiving. 

The  Offices — General  and  Private.  They  now  turn  back 
and  visit  the  two  offices  of  the  establishment.  In  the  larger 
are  the  recording  department,  the  filing  department,  and 
the  office  of  the  manager.  This  room  has  desks  for  the 
head  bookkeeper,  assistant  bookkeepers,  and  clerks,  filing 
cabinets  and  equipment  for  the  file  clerk,  a  desk  for  the 
office  manager's  stenographer,  a  desk  for  the  manager, 
typewriters  for  the  stenographers  and  clerks,  and  a  steel 
cabinet  for  stationery  and  office  supplies.  The  desks  of  the 
head  bookkeeper  and  manager  have  telephones  and  on  the 
desks  of  the  assistant  bookkeepers  and  clerks  are  books  of 
record.  Why  are  there  telephone  extensions  from  the 
switchboard  on  the  desk  of  the  office  manager  and  of  the 
head  bookkeeper? 

On  the  outside  of  the  smaller  office  is  a  brass  plate  with 
the  word  "Private"  on  it.  This  office  is  for  Richard  Howe, 
the  proprietor,  who  is  in  active  charge  of  the  entire  estab- 
lishment. Upon  entering,  Mr.  Dorn  notices  that  the  room 
contains  a  large  flat-top  desk,  a  combination  desk  (a  reg- 
ular desk  with  a  typewriter  compartment),  a  table  with 
drawers,  and  a  filing  cabinet.  A  telephone  extension  from 
the  switchboard  is  on  each  of  the  desks.  How  can  Mr.  Howe 
or  his  secretary  reach  persons  in  the  establishment  on  the 
switchboard  extensions  in  the  office? 

Summary 

To  carry  on  efficiently  the  activities  of  a  business  estab- 
lishment, the  arrangement  of  departments  and  equipment 
is  vital.  The  best  relative  position  of  the  departments, 
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rooms,  and  offices  is  of  extreme  importance  for  greatest 
effectiveness. 

Business  Vocabulary 

aisles  presence  elevator 

.        ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

(Time  for  Group  I — 15  minutes.)  Test  your  accuracy  in  find- 
ing the  correct  arithmetical  results,  and  your  proficiency  in  ob- 
taining them  in  the  15  minutes  allotted. 

1.  At  the  rate  of  30 — 2V2,  what  is  the  cost  of  each  of  five 
fast-day  telegrams  containing  these  numbers  of  words  respect- 
ively: (a)  12,  (b)  20,  (c)  10,  (d)  18,  (e)  36? 

2.  Wfcat  is  the  cost  of  additional  local  telephone  messages 
at  5c  each  on  telephone  bills  for  five  months  containing  the  fol- 
lowing additional  messages:    (a)   Jan. — 35,    (b)   Feb. — 48,    (c) 
Mar.— 32,   (d)   April— 60,   (e)   May— 56? 

3.  Find  the  total  cost  of  communications  in  the  business  of 
Porter  and  Brewster  for  the  year  193-  from  the  following  costs : 

Mail    $549.80 

Telephone     393.75 

Telegrams    88.48 

Cablegrams    36.60 

Radiograms   19.39 

4.  A  trade   discount   of   12^2%  is   allowed   on  each   of  five 
articles  listed  in  the  catalogue  of  Porter  and  Brewster.   What  is 
the  net  unit  price  of  each,  if  the  list  prices  are  respectively  the 
following : 

(a)   $2.40,   (b)   $4.00,   (c)   $1.20,    (d)   $6.40,    (e)   $.96? 

5.  The  rate  of  fire  insurance  on  a  certain  building  is  $.25  per 
$100.  What  is  the  premium  on  each  of  five  policies  for:  (a)  $6000, 

(b)   $20,000,   (c)   $120,000,   (d)   $40,000,   (e)   $30,000? 

GROUP  II 

1.  During  the  tour  of  the  establishment  of  the  Richard  Howe 
Wholesale   Hat    Co.   every    employee    that   Mr.    Dorn    met    was 
pleasant  and  courteous,  and  all  appeared  to  be  alert,  willing,  and 
industrious.    What  impression  did  Mr.  Dorn  get  about  the  effi- 
ciency of  the  business?  About  its  morale? 

2.  Mr.  Dorn  observed  that  none  of  the  equipment  was  lying 
around  in   any  of  the   rooms   or   offices   of   the   Richard   Howe 
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Wholesale  Hat  Co.  Everything  seemed  to  have  a  definite  place. 
How  does  this  systematic  and  orderly  handling  of  equipment  by 
the  employee  increase  the,  effectiveness  of  the  organization  ? 

3.  Through  a  number  of  illustrations  show  how  order,  system, 
and  care  in  the  home  will  help  to  save  time,  energy,  and  money. 

4.  The  cost  of  running  the  various  departments  of  the  Rich- 
ard Howe  Wholesale  Hat  Co.  is  shown  in  the  following  table: 

RICHARD  HOWE  WHOLESALE  HAT  CO. 

SUMMARY   OF   DEPARTMENTAL   COSTS 
FOR  THE  YEAR  ENDING   193— 

Total  of  Other    Total  Cost  of 

Department  Total  Salaries  Expenses       Running  Dept. 

Office  $10,640  $3,680  ? 

Sales  8,960  1,920  ? 

Shipping  2,800  1,280  ? 

Receiving  1,400  400  ? 

Stock  4,200  720  ? 

(a)  What  is  the  cost  of  running  each  of  the  departments? 

(b)  What  is  the  total  of  the  departmental  costs? 

(c)  What  is  the  yearly  cost  of  salaries  for  all  departments? 

(d)  What  is  the  total  of  other  expenses  for  the  year  for  all  the 
departments  ? 

(e)  Indicate  an  "internal  check." 

(f )  What  per  cent  of  the  total  departmental  costs  is  the  cost 
of  each  department? 

(g)  To  what  total  should  the  per  cents  in  (f)  amount? 

(h)  What  per  cent  respectively  of  the  total  departmental  costs 
are  the  yearly  cost  of  salaries,  and  the  total  of  other  expenses 
for  the  year,  for  all  the  departments? 


LESSON  5 

ARRANGEMENT  OF  DEPARTMENTS— 
THE  FLOOR  PLAN 

In  the  last  lesson,  the  layout  of  the  offices  and  depart- 
ments of  a  wholesale  establishment  was  described,  and  the 
equipment  used  in  the  various  activities  was  seen.  A  trad- 
ing concern  in  setting  up  the  space  that  the  establishment 
is  to  occupy  should  so  arrange  and  distribute  the  floor  space 
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as  to  best  take  care  of  the  needs  of  its  various  offices  and 
departments.  In  other  words  a  floor  plan  should  be  made. 
Large  firms  often  have  a  drawing  prepared,  a  diagram  of 
the  floor  plan,  on  which  is  marked  out  the  position  of  each 
of  the  offices  and  departments,  and  the  amount  of  space 
occupied. 

Two  questions  arise  in  the  preparation  of  a  floor  plan : 

(1)  What  position  shall  be  assigned  to  each  office  and 
department  in  order  to  secure  the  greatest  amount  of  con- 
venience and  efficiency? 

(2)  How  much  space  is  to  be  provided  for  each  of  the 
offices  and  departments? 

Let  us  work  out  the  floor  plan  for  a  typical  trading  con- 
cern, and  answer  the  two  questions  through  a  detailed  con- 
sideration of  the  individual  problems  that  come  up. 

The  Preparation  of  a  Floor  Plan 

Problem  1.  The  Richard  Howe  Wholesale  Hat  Co.  is  moving  to 
larger  quarters.  Mr.  Howe  has  just  leased  a  loft  that  is  50'  x  150', 
with  passenger  elevator  service  at  the  front,  and  freight  at  the  rear. 
The  activities  of  the  establishment  are  to  be  carried  on  in  these 
offices  and  rooms:  I.  Anteroom,  2.  Bookkeeping,  clerical,  and  filing 
office,  3.  Shipping  room,  4.  Receiving  room,  5.  Sales  and  showroom. 
6.  Stockroom,  7.  Mr.  Howe's  private  office. 

On  page  769  is  a  diagram  of  the  vacant  loft,  showing  that 
three  sides  of  the  loft  have  windows,  the  north,  east,  and 
south.  The  western  end  of  the  loft  faces  the  elevators  and 
a  blank  wall.  The  loft  faces  a  street  on  the  south,  and  an 
avenue  on  the  east.  The  northern  part  is  the  rear  facing 
a  wide  court.  The  longer  side  of  the  loft  runs  north  and 
south.  The  passenger  elevator  breaks  into  the  loft  space, 
blocking  out  a  portion  15'  x  10'. 

Mr.  Howe  is  deciding  how  to  divide  the  loft  so  as  to  pro- 
vide for  all  of  the  offices  and  rooms  of  his  establishment. 
Let  us  show  step  by  step  on  the  diagram  how  he  worked 
out  the  problem. 

Planning  Space  for  Shipping  and  Receiving  Rooms.  First 
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NORTH        so" 


of  all  he  plans  to  place  two  of 
the  rooms  nearest  the  freight 
elevator  in  the  rear.  Which 
ones  are  they?  The  shipping 
room  is  to  occupy  the  north- 
western portion  of  the  loft 
right  at  the  freight  elevator, 
with  windows  on  one  side. 
The  room  is  to  measure  30'  in 
length  (along  the  western 
end)  and  30'  in  width.  The 
receiving  room  is  to  occupy 
the  northeastern  part  with 
windows  on  two  sides,  north 
and  east.  Why  will  this  room 
not  need  much  artificial  light? 
The  room  is  to  take  up  30'  in 
length  just  as  the  shipping 
room,  but  only  20'  in  width.  A 
partition  and  a  door  are  to  be 
built  between  the  two  rooms, 
and  from  each  a  door  is  to 
lead  to  the  next  part  of  the 
establishment.  Why  is  it  ad- 
visable to  have  the  ship- 
ping and  receiving  depart- 
ments next  to  each  other? 
With  what  departments  do 
the  shipping  and  receiving  de- 
partments deal  directly? 
Now  let  us  place  each  of  these  rooms  on  the  empty  dia- 
gram, indicating  the  name  of  each.  Observe  that  the  entire 
loft,  being  50'  x  150',  occupies  7500  sq.  ft.  What  is  the  area 
of  the  shipping  room?  Of  the  receiving  room?  Since  the 
shipping  room  occupies  900  sq.  ft.,  fffo  or  A  of  the  entire 
loft  is  taken  up  by  this  room.  What  part  of  the  entire  loft 
is  used  by  the  receiving  room  with  its  600  sq.  ft.  of  space? 
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How  do  the  two  departments  compare  in  size?  Why  should 
this  be  so? 

Planning  the  Location  and  Space  for  the  Stockroom. 
The  doors  from  the  shipping  and  receiving  rooms  lead  into 
the  stockroom,  with  a  wall  in  between.  This  room  is  to  be 
given  the  largest  space  of  all.  Why?  It  is  to  extend  the 
entire  width  of  the  loft,  50',  and  stretch  north  and  south 
65'.  Let  us  indicate  the  position  and  area  of  the  stockroom 
on  the  diagram,  putting  down  the  name  in  the  space.  What 
is  the  area  of  the  stockroom  ?  How  much  of  the  loft  will  it 
occupy?  On  which  side  only  are  there  windows?  Why  will 
it  not  be  so  disadvantageous  to  give  this  part  of  the  estab- 
lishment less  natural  light? 

Planning  the  Location  and  Space  of  the  Offices.  From  the 
stockroom  a  door  is  to  lead  into  the  bookkeeping  and  cler- 
ical offices,  and  the  filing  room,  with  a  wall  intervening. 
The  three  departments,  bookkeeping,  clerical,  and  filing, 
are  to  be  placed  in  a  space  40'  wide,  the  passenger  elevator 
taking  the  remaining  10'  of  the  width  of  the  loft.  In  the 
length  30'  will  be  reserved  for  the  three  departments  with 
windows  facing  on  the  east.  The  entire  room  devoted  to  the 
three  activities  has  then  an  area  of  1200  sq.  ft.  What  part 
of  the  entire  loft  area  is  this  ?  Let  us  show  the  location  and 
area  of  this  room  on  the  floor  plan,  and  note  in  the  space 
that  the  portion  nearest  the  window  is  for  the  bookkeeping 
department,  west  of  it  is  the  filing  portion,  and  south  the 
clerical  department.  Why  does  Mr.  Howe  decide  to  place 
the  three  activities  in  the  same  section  of  the  loft?  What 
reasons  are  there  for  the  position  of  each  of  the  depart- 
ments? 

The  Space  for  the  Passenger  Elevator.  As  indicated  in  a 
preceding  paragraph,  the  passenger  elevator  juts  10'  in 
width  and  15'  in  length  into  the  floor  space  at  the  western 
wall  of  the  loft.  This  is  already  indicated  on  the  diagram. 
How  many  square  feet  are  cut  out  of  the  loft  by  the  passen- 
ger elevator? 
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Planning  the  Private  Office 
Space.  The  southeastern 
corner  of  the  loft,  facing 
both  avenue  and  street,  is 
reserved  for  Mr.  Howe's  pri- 
vate office.  Why  will  this  po- 
sition make  the  private  office 
the  lightest  in  the  establish- 
ment? The  office  is  to  occupy 
12'  in  width  and  25'  in 
length.  How  many  square 
feet  is  that?  Mr.  Howe's  of- 
fice then  is  to  take  up  3/75 
of  the  loft  space.  Let  us  show 
this  office  on  the  diagram 
and  mark  it  accordingly. 
The  private  office  will  have 
two  doors,  on  the  north  and 
west  sides.  One  will  lead  to 
the  filing,  bookkeeping,  and 
clerical  departments ;  the 
other  will  open  into  the  sales 
and  showroom. 

Planning  Spaces  for  the 
Sales  and  Showroom,  and 
Anteroom. 

The  sales  and  show  room 
is  planned  to  be  38'  in  width 
on  the  southern  side,  facing 

the  street,  and  25'  in  length,  an  area  of  950  sq.  ft.  What 
part  of  the  total  area  is  taken  up?  Mark  the  room  on  the 
diagram.  The  remaining  space,  15'  x  10',  facing  the  ele- 
vator, is  to  be  reserved  for  the  anteroom.  Indicate  it  on 
the  floor  plan.  Why  is  this  the  best  location  for  the  ante- 
room? 
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Checking  the  Completed  Floor  Plan 

Let  us  check  up  on  our  floor  space  and  see  how  much  is 
apportioned  to  each  of  the  offices  and  rooms  of  the  Howe 
Wholesale  Hat  Co.  Here  is  the  table : 

Shipping  room  30'  x  30'       900  sq.  ft. 

Receiving  room  30'  x  20'       600  sq.  ft. 

Stockroom  65'  x  50'     3250  sq.  ft. 

Bookkeeping,  clerical,  filing  offices..40'  x  30'     1200  sq.  ft. 

Mr.  Howe's  office 25'  x  12'       300  sq.  ft. 

Sales  and  showroom 25'  x  38'       950  sq.  ft. 

Anteroom    15'  x  10'       150  sq.  ft. 

Rooms  and  offices — Total 7350  sq.  ft. 

Passenger  elevator   15'  x  10'       150  sq.  ft. 

Total  area  of  loft 7500  sq.  ft. 

Now  let  us  show  the  dimensions  and  area  of  each  room 
on  the  floor  plan.  The  completed  diagram  on  page  771, 
drawn  on  a  scale  of  1/32"  to  a  foot,  indicates  the  position 
and  space  assigned  to  various  rooms  and  offices  of  the  Howe 
Wholesale  Hat  Co.  In  making  the  diagram  according  to  the 
scale  each  1/32"  corresponds  to  one  foot  of  the  loft.  Thus 
the  shipping  room,  30'  X  30',  is  30/32"  X  30/32"  or 
15/16"  X  15/16",  and  the  stockroom,  65'  X  50',  two  and 
1/32  inches  X  one  and  9/16  inches  on  the  diagram.  (If 
larger  diagrams  are  used,  scales  of  1/16"  or  1/8",  etc.,  to 
a  foot  may  be  employed.) 

Summary 

A  floor  plan  shows  the  division  of  the  space  occupied  by 
a  business  establishment  into  the  various  offices  and  rooms 
that  house  all  of  the  activities.  The  dimensions  of  each  part 
<of  the  floor  space  are  given,  and  the  relative  position  indi- 
cated. 
Business  Vocabulary 

distribution  artificial  length 

position  width  dimensions 

clerical 
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ADDITIONAL  PROBLEMS  AND  SITUATIONS 
GROUP  I 

1.  The  Standard  Trading  Co.  has  leased  a  new  loft,  80  feet 
long  and  50  feet  wide.   The  following  table  indicates  the  plan  of 
dividing  the  loft  into  the  various  rooms  and  offices  required  for 
all  the  business  activities: 

Room  or  Office  Dimensions  Area 

Information  10'xlO'  ? 

Sales  20'x20'  ? 

Stock  40'x30'  ? 

Shipping  30'x20'  ? 

Receiving  20'x20'  ? 

Bookkeeping  25'x20'  ? 

™ngj  20'xl5'  ? 

Clerical] 

Credit  20'xlO'  ? 

Gen.  Manager  20'xlO'  ? 

Passenger  Elevator  10'xlO'  ? 

Total  ? 

(a)  Using  the  dimensions  of  the  loft  for  figuring,  what  is  the 
total  area  of  the  loft  including  the  passenger  elevator? 

(b)  What  is  the  area  of  each  room  or  office,  and  the  elevator? 

(c)  What  is  the  total  area  of  the  loft?  (Find  the  sum  of  the 
areas.)  Show  the  "internal  check." 

(d)  What  per  cent  of  the  entire  area  is  taken  up  by  the  com- 
bined sales,  stock,  shipping,  and  receiving  rooms? 

(e)  What  per  cent  of  the  total  area  is  cut  off  by  the  passenger 
elevator  ? 

2.  The  manager  of  E.  M.  Andrews  &  Co.  is  preparing  a  floor 
plan  of  a  loft  60'  x  100'  to  which  the  concern  will  move.    He 
decides  to  reserve  60%  for  the  buying  and  selling  departments, 
and  40%  for  the  office  and  clerical. 

(a)  How  much  floor  space  will  be  devoted  to  each  group  of 
departments  ? 

(b)  The  floor  space  for  the  first  two  is  how  many  times  that 
for  the  second  two  departments  ? 

GROUP  II 

1.     Make  a  floor  plan  in  the  form  of  a  diagram  for  the  apart- 
ment, or  a  single  floor  of  your  home.  Indicate  on  the  diagram  the 
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position  of  each  room,  closet,  and  hall,  with  dimensions  and  area. 
Show  the  windows  and  doors  in  their  proper  places. 

2.  Jameson   &   Craike,   wholesale   shoe    dealers,   occupy   the 
ground  floor  and  basement  of  a  building.  The  basement,  25'  x  64', 
holds  the  stock,  the  shipping,  and  the  receiving   departments. 
On  the  ground  floor  which  is  25'  x  96'  are  the  general  offices  and 
the  sales  and  showrooms.    The  concern  is  considering  the  prob- 
lem of  moving  to  larger  quarters  (a  ground  floor  and  basement) 
so  as  to  increase  their  floor  space  by  25%. 

(a)  What  will  be  the  area  of  the  new  quarters? 

(b)  Applying  the  same  proportion  of  space  to  the  new  quarters 
as  in  the  old,  what  will  be  the  floor  space  of  the  basement  and 
the  ground  floor? 

(c)  What  dimensions  of  ground  floor  and  of  basement  will 
take  care  of  their  new  requirements? 

3.  Block  out  on  a  diagram  drawn  to  scale,  the  possible  ar- 
rangement of  rooms  and  offices  for  the  new  quarters  of  the  Stand- 
ard Trading  Co.  (problem  1,  group  1,  of  this  lesson) .  (Place  ele- 
vator and  information  room  in  lower  left-hand  corner  of  the 
diagram.)  Pay  particular  attention  to  drawing  to  scale,  to  letter- 
ing and  labeling,  to  quality  of  lines,  to  accuracy,  and  to  general 
appearance  of  the  drawing. 
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Accident  and  health  ins.,  694 

Accounts,  creditors',  565-569  Cus- 
tomers', 566-569 

Agency,  748 

Air  Mail,  105 

Airplane,  cost  of  shipments,  282; 
mail,  105;  shipments,  275; 
travel,  735 

Aliquots,  checking  invoices,  319- 
321;  principle  of,  319-321 

Alphabetic  filing,  138 

Alphabetizing,  rules  of,  125-132 

Appointment  calls,  453 

Arrival  Notice,  294;  delivery  or- 
der form,  183;  delivery  receipt, 
184-185;  form,  184 

Automobile,  insurance,  679-680; 
map,  736;  travel,  711,  736-737 

Baggage,  common  carrier,  748; 
custom's  inspection,  742;  ex- 
cess, 740;  handling,  740 

Bank  services,  cashier's  checks, 
595;  certified  checks,  591; 
checking  accounts,  528-565; 
collection,  592-593;  discounting 
notes,  599-601;  financial  advice, 
593;  foreign  exchange,  595;  let- 
ters of  credit,  595-596;  making 
loans,  598;  safe-deposit  boxes, 
593;  stopping  payment  on 
checks,  592;  thrift  accounts, 
595;  travelers'  checks,  594 

Banks,  clearing  house,  553-556; 
commercial,  527-562,  590-601; 
Federal  Reserve,  556;  postal 
savings,  658-660;  school  sav- 
ings, 657-658;  savings,  641-656; 
teller,  545 

Barter,  5 

Basic  activities  of  a  business, 
classes,  28-32;  cost  of,  39;  fig- 
ured on  selling  price,  41;  inter- 
dependence, 31-32 

Bellows  file,  116 

Bill  book,  316 

Bill  of  Lading,  order,  296-299; 
straight,  295-296;  with  sight 
draft,  296-299 


Bills  for  material,  services,  labor, 
342;344 

Bonding,  685 

Bonds,  670-672;  corporation,  670; 
fidelity,  685;  government,  670; 
postal  savings,  660 

Book  inventory,  224 

Box  file,  116 

Branch  store,  753-754 

Budgets,  business,  637;  estimates 
vs.  expenditures,  623-626;  fam- 
ily, 610-616;  guides,  615;  per- 
sonal, 618;  preparation,  610- 
616;  public  life,  638-639;  time, 
635 

Building  and  Loan  Association, 
662-663 

Business,  basic  activities,  28-32; 
floor  plan,  767-773;  internal  or- 
ganization, 763;  management, 
bO;  operations,  28;  services  and 
profit,  38;  starting  dept.  store, 
25;  starting  retail,  23;  starting 
wholesale,  26 

Business  agencies,  2,  3,  7,  8,  18- 
20 

Business  Reply  Card  and  Envel- 
ope, 85-86 

Buyer's  guide,  162 

Buying,  charge  accounts,  502-505; 
checking  credits,  508-512; 
credit  rating,  510-511;  deferred 
payment,  505-506;  dept.  store, 
35;  gathering  information,  162; 
instalment,  505;  merchandise, 
supplies,  equipment,  159-166; 
methods  of  ordering,  168;  pur- 
chase orders,  168-lb9;  purchase 
requisitions,  160;  retail,  7,  10- 
14;  route  of  purchase  transac- 
tion, 174;  wholesale,  28 

Cabinet,  vertical  filing,  119 

Cablegram,  charges,  486;  code, 
488-489;  deferred,  486;  filing, 
486;  night  letter,  480,  481;  or- 
dinary, 486;  use  of,  423-424 

Call  and  delivery  store,  8 

Card  index  file,  118,  133 
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Card  tickler  file,  155-157 

Cash,  cafeterias,  385;  cash  regis- 
ter, 402-404;  change  fund,  395, 
400-401;  daily  proof,  388-389, 
392-396;  dept.  stores,  385; 
fares,  386;  insurance  com- 
panies, 386;  making  change, 
13;  petty  cash,  396;  public  util- 
ities, 386;  record  of  cash  re- 
ceipts and  disbursements,  393; 
retail  stores,  384;  stacking 
coins,  408;  wrapping  money, 
407-409 

Cash  discounts,  328-330;  calcula- 
tion, 320 

Cash  and  carry  store,  8 

Cashier's  check,  595 

Chain  store,  8,  754 

Change  of  address  form,  75-77 

Charge  accounts,  502-505 

Checking  account,  bank  balance 
reconciliation,  558-559;  check 
book,  533;  check  book  balance, 
542-543,  546-547;  check-writing 
machine,  540;  clearing  house, 
553-556;  deposit  slip,  531-533; 
endorsements,  551-552;  issuing 
checks,  536-539 ;  opening  a,  527- 
534;  pass  book,  532;  signature 
card,  529-530;  stub  record,  538; 
voucher  check,  539;  withdraw- 
als, 536-540 

Checks,  cancelled,  555;  cashier's, 
595;  certified,  591;  endorse- 
ments, 551-552;  payment  by, 
497,  499;  payroll,  354,  380;  stop 
payment,  592 ;  stub  record,  538 ; 
travelers',  594,  741;  voucher, 
539 ;  writing,  537-540 

Christmas  Cluo,  662 

Clearing  House,  554-555 

Clerks,  billing,  312-344;  cashiers, 
383-411;  filing,  111-157;  general 
office,  45;  inventory,  229;  mail, 
67-110;  payroll,  346-382;  petty 
cashier,  397;  pricing,  240;  pur- 
chase order,  162;  sales  clerk, 
235-259;  sales  order,  216;  ship- 
ping, 261-311;  stock,  201-232; 
stores,  230;  time,  357 

Clipboard  file,  115 

C.O.D.,  mail,  106;  express,  302-306 

Code,  cablegrams,  488-489;  mark- 
ing, 231 


Coding  for  filing,  144,  149 
Collating,  63 

Collection,  agencies,  582;  legal  ac- 
tion, 582;  letters,  580-582 
Common  carriers,  747-748 
Communication,     cable,     423-424, 
485-489;   development,  413-419; 
mail,  means  of,  423 ;  radio,  424, 
490;    telegraph,    422-423,    470- 
484;    telephone,    421-422,    427- 
454 

Compound  interest,  653-655 
Consumer,  1-4,  19 
Consumer  wants,  1-4 
Corporation,  668-670,  760-761 
Correspondence  tickler  file,  156 
Cost  of  business  operations,  39-40 
Cost  of  goods  sold,  39-40 
Credit,  checking  for,  241,  508-512; 
collection  letters,  580-582;  cred- 
it rating,  509-512 ;  deferred  pay- 
ment, 505-506;  dept.  stores,  502- 
505;   dunning  letters,  580-582; 
instalment  houses,  505;  letters 
of  credit,  741,  595-596;  promis- 
sory note,  514-520;  retail,  499; 
sight    draft,    296-299,    584-588; 
terms     on     invoices,     323-326; 
trade  acceptance,  522-525 
Credit  Instruments,  514-520,  522- 

525 

Credit  memorandum,  340 
Creditors'  accounts,  565-569 
Creditors'  file,  137 
Cross-reference  sheet,  149 
Currency  break-up,  350-351 
Currency  memorandum,  352 
Customers'  accounts,  565-569;  col- 
lection agencies,  582;  collection 
letters,  580-582 ;  collectors,  577 ; 
legal  action,  582 
Customers'  card  index  file,  133 

Day  letter,  480 

Delivering    goods,    express,    181; 

freight,     183-184 ;     messenger, 

184;      parcel      post,      184-185; 

truck,  182 

Department  store,  7,  25,  34-37,  752 
Deposit  slip,  531-533,  409 
Directories,  street,  56;  telephone, 

56,  427-437 

Enclosure  missing  slip,  72-73 
Endorsements,     checks,     550-552 ; 
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order  bill  of  lading,  298-300; 
sight  draft,  298 

Envelopes,  sealing,  91;  stamping, 
91;  opening,  68-69;  types,  81- 
88 

Express,  airplane,  282;  cost,  289; 
C.O.D.,  302-307;  freight  tariff 
guide,  285-287;  lot  shipments, 
270 ;  money  order,  496-497 ;  pre- 
paid, 301;  route  of  C.O.D.  ship- 
ment, 306 

Fidelity  insurance,  685 

Filing,  alphabetic,  138;  alpha- 
betizing rules,  125-132;  coding, 
144,  149;  correspondence,  138- 
145;  creditors'  card  index,  137; 
cross  ref.  sheet,  149;  customers' 
card  index,  133 ;  definition,  112 ; 
equipment,  113;  flat  files,  114- 
117;  folders,  141;  follow-up 
systems,  155-157;  geographic, 
147;  guides,  139;  invoices,  30; 
material  filed,  120;  numeric, 
150;  payroll  records,  377-380; 
procedure  in  filing,  142-144; 
purposes,  112;  subject  filing, 
148;  transfer  cases,  153-155; 
vertical  files,  118;  withdrawing 
records,  152-155 

Fire  insurance,  679-680,  683,  686 

First-class  mail,  91-93 

Flat  files,  114-117 

Flat  visible  file,  117 

Folders  (filing),  cuts,  142;  defini- 
tion, 141;  individual,  142;  mis- 
cellaneous, 142 

Follow-up  systems,  card  ticklers, 
155;  correspondence  ticklers, 
156;  tabs  and  signals,  155 

Foreign  mail,  108-109 

Fourth-class  mail  (see  parcel 
post) 

Freight,  275;  arrival  notice,  183- 
184,  294;  bills  of  lading,  294- 
301;  charges  collect,  288;  cost, 
285-290;  fast  freight,  277; 
freight  tariff  guide,  285-287; 
LCL  rates,  288;  pooling  ship- 
ments, 288;  waybills,  309-310 

General  store,  8,  755 
Geographic  filing,  147 
Guides,  primary,  secondary,  140- 
141 


Health  insurance,  694 

Incoming  mail,  66-80 

Incoming  shipment  record,  188 

Indexing,  144 

Instalment,  505 

Insurance,  accident  and  health, 
694;  adjuster,  706;  automobile, 
679-680;  blanket,  684-685;  bur- 
glary, 680,  683,  700;  claims, 
704-708;  collision,  680;  eighty 
per  cent  co-ins,  clause,  704-705; 
endowment,  693;  fidelity,  685; 
fire,  679-680,  683,  686;  hold-up, 
683-684;  insurance  register, 
687;  life,  691-695,  701;  mail, 
104;  marine,  687;  obtaining 
insurance,  697-701;  on  ship- 
ments, 307-308;  ordinary  life, 
692-693;  other  insurance,  687; 
parties  to  a  policy,  699-700, 
694;  plate  glass,  681,  683;  prop- 
erty damage,  680;  public  liabil- 
ity, 679-680;  rates,  703-707; 
safe-keeping  of  policies,  688; 
tourist  floater,  686-687;  twenty- 
payment  life,  693;  underlying 
principles,  676-677;  workmen's 
compensation,  378,  680-681,  686 

Interest,  compound,  653-654;  on 
notes,  601;  on  savings  accounts, 
648-651;  rates,  651 

Internal  check,  216 

Inventory,  book,  224;  perpetual, 
223-226;  physical,  229-230 

Investment,  bonds,  670-672;  busi- 
ness, 673;  building  and  loan, 
662-663;  instalment  shares,  663; 
real  estate,  672;  stocks,  668-670 

Invoices,  checking  and  verifying, 
318-321;  filing,  30,  335;  form, 
315;  for  labor  and  services,  343- 
344;  for  material  and  labor, 
342-343;  manifold  copies,  335- 
337;  paying,  30;  preparation, 
312-316 ;  receipting,  339-340 ; 
terms  of  credit,  323-326 

Irregularities  in  inc.  shipments, 
193-197 

Itinerary,  720-725 

Jobber,  18,  19 

Letters  of  credit,  595-596 
Legal  tender,  500-501 
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Life  insurance,  691-695,  701 
Long  distance  calls,  451-452 
Local  retail  store,  7,  23,  28,  30 
Lot  shipments,  270 

Mail,  additional  postage  notifica- 
tion, 76-77;  air  mail,  105; 
change  of  address  form,  75-77; 
checking,  folding,  inserting,  81, 
82,  86,87;  classes,  91-98 ;  C.O.D. 
106;  enclosure  missing,  72- 
73;  first-class,  91-93;  foreign, 
108;  fourth-class,  97-98;  in- 
coming, 65-80;  insured,  104; 
metered,  98;  outgoing,  66-67, 
80-110;  postage  due,  75;  postal 
guide,  94-95;  rates,  97;  regis- 
tered, 102-103;  return  receipt, 
102;  second  class,  83-84,  93- 
94;  signature  missing,  74-75; 
sorting  slip,  69;  special  deliv- 
ery, 103-104;  third  class,  93-94, 
96-97;  time  stamping,  77-78; 
tracers,  106;  under  separate 
cover,  74;  use  of,  65 

Mail  order  house,  8,  755-756 

Manufacturing,  18-19,  746-747 

Maps,  city,  56;  elevated  railway, 
56;  subway,  56-57;  railroad, 
725;  automobile,  736 

Market  price  vs.  cost,  225 

Marking  code,  231 

Middleman,  17,  19-20 

Money  order,  domestic,  495;  do- 
mestic fees,  495-496;  express, 
496;  express  rates,  497;  inter- 
national, 497-498;  telegraph, 
481 

Motor  truck  shipments,  274,  282 

Night  letter,  480 

Night  message,  479 

Non-trading  concerns,  agency, 
748;  commission  house,  748; 
common  carriers,  747;  miscel- 
laneous, 750;  professional,  748; 
public  utilities,  747 

Note,  promissory,  514-520 

Numeric  filing,  150 

Office  activities,  care  of  the  office, 
45;  collating,  63;  daily  calen- 
dar, 63;  greeting  callers,  46; 
handling  telephone  calls,  50; 
keeping  postage  record,  62;  lo- 
cating and  reaching  addresses, 


55-61;    outside   messenger   rec- 
ord, 63;  running  errands,  55,  62 
Office  clerks,  types  of,  47 
Order  bill  of  lading,  296-301 
Ordering  goods,  28   (see  buying) 
Out  guide,  filing,  153 
Outgoing  mail,  66-67,  80-110 
Overhead,  39-40 

Ownership,  corporation,  760-761; 
partnership,  758-760;  single 
proprietorship,  758 

Packing  slip,  266 

Parcel  post,  97-98,  273-274,  280 

Partnership,  758-760 

Passport,  742 

Payroll,  check,  353;  clerk,  346- 
382;  commission  basis,  375; 
hourly  basis,  356-360;  overtime, 
367-370;  piece-rate  basis,  372- 
373;  sheets,  348,  359,  366,  373; 
time  clocks,  356-358;  use  of 
payroll  records,  378-380;  week- 
ly basis,  347-350 

Perpetual  inventory,  223-226 

Person-to-person  calls,  452 

Petty  cash,  396 

Physical  inventory,  229-230 

Postage,  due,  75;  keeping  record 
of,  62 

Postal  guide,  94-95 

Postal  money  order,  495-497 

Postal  savings  banks,  accounts, 
659;  bonds,  660;  certificates, 
659-660;  stamps,  658-659 

Producer,  18-19 

Profit,  39-42 

Promissory  note,  514-520;  bank 
loan,  519-520;  date  of  maturity, 
518;  discounting,  599-601;  es- 
sential elements,  516;  extension 
of  credit,  518-519 

Proof  of  cash,  388-389,  391-396 

Proprietorship,  single,  758 

Purchase  orders,  168-171;  "filled" 
file,  170;  "unfilled"  file,  170 

Purchase  order  register,  175-176 

Purchase  requisitions,  161,  218- 
221 

Purchasing  department,  dealers' 
index  file,  163-165;  methods  of 
ordering,  168;  order  clerk,  163; 
purchase  order  register,  175- 
176;  purchasing  agent,  161; 
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route   of  purchase  transaction, 
174;  stock  index  file,  164-165 

Radio,  as  communication,  424;  ra- 
diogram, 490 

Railroad,  accommodations,  716; 
itinerary,  720-725;  map,  726; 
refunds,  741;  tickets,  716-718; 
time-table,  721;  trip,  714 

Receiving  goods,  28,  180-198; 
checking,  189;  damaged  goods, 
194;  distributing,  191;  excess 
merchandise,  196;  express,  180; 
freight,  183-184;  incoming  ship- 
ment record,  188;  inferior  mer- 
chandise, 195-196;  parcel  post, 
184-185 ;  receiving  platforms, 
185;  receiving  record,  190;  re- 
ceiving room  equipment,  185; 
special  messenger,  184;  short- 
ages, 193;  truck,  180;  unpack- 
ing, 189;  wrong  merchandise, 
195 

Receiving  record,  190 

Reconciliation  of  bank  balance, 
559-562 

Registered  mail,  102-103 

Requisitions,  "filled"  file,  170, 
220;  purchase,  160,  218-221; 
stock,  207;  "unfilled"  file,  170, 
220 

Retail  stores,  7,  23,  28,  32,  38 

Route  of  purchase  transaction, 
174 

Route  of  sales  transaction,  209 

Safe  deposit  boxes,  593 

Sales,  money  and  barter,  4-5 

Salesmen,  canvasser,  246;  city, 
240;  house,  247;  out-of-town, 
243;  silent,  246 

Sales  orders,  confirmation,  239- 
240;  disposition,  240;  form,  236; 
house,  245;  mail,  246;  tele- 
graph, 245;  telephone,  236; 
"unfilled"  file,  240 

Sales  quotas,  258-259 

Sales  slip,  retail,  256 

Sales  register,  316 

Savings  account,  641-646 

Saving,  building  and  loan,  662- 
663;  Christmas  club,  663;  inter- 
est, 648-651;  postal  savings, 
658-660;  school  savings,  657- 
658;  savings  account,  641-646; 


signature  card,  642;  thrift  ac- 
counts, 662 

Second-class  mail,  83-84,  93-94 

Selling,  creditors'  accounts,  567- 
569;  customers'  accounts,  566- 
569;  qualities  of  sales  clerk, 
251-252;  retail,  29,  248-258; 
sales  quotas,  258-259;  sales  re- 
sistance, 252;  sales  slip,  256; 
statement  of  account,  571-574; 
steps  in  selling,  250;  supply  of 
merchandise,  253;  tally  sheet, 
257;  wholesale,  236-248;  wrap- 
ping package,  257 

Shannon  file,  115 

Shelf  tag,  200,  202-203 

Shipment  record,  307-308 

Shipping  goods,  addressing  and 
marking,  268-272;  airplane,  275; 
checking  and  packing,  261-266; 
comparison  of  methods,  277; 
cost,  280-290;  express,  289,  301- 
307,  274-275;  freight,  275;  in- 
surance, 307-308;  lot  shipments, 
270;  messenger  service,  30;  mo- 
tor truck,  274;  packing  slip, 
266;  parcel  post,  273-274;  pool- 
ing shipments,  288;  shipment 
record,  307-308;  special  mark- 
ings, 270-271 

Sight  draft,  for  collection,  584- 
588;  with  order  bill  of  lading, 
296-299,  587-588 

Sorting  slip,  69;  tub,  144. 

Special  delivery,  103 

Special  handling,  103-104 

Specialty  store,  7 

Spindle  file,  113,  114 

Statement  of  account,  571-574 

Station-to-station  calls,  451 

Stock  keeping,  caring  for  stock, 
199-204;  checking  goods,  201; 
issuing  goods,  206;  perpetual 
inventory,  223-226;  physical  in- 
ventory, 229-230;  placing 
goods,  202;  retail  stores,  29, 
231;  shelf  label,  200;  shelf  tag, 
200,  202-203;  stockroom  and 
equipment,  199-200;  taking 
stock,  228-231;  use  of  stock  rec- 
ord, 210-211 

Stock  ledger,  216 

Stock  record  card,  211-215,  216, 
224-225,  228 


